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HILE the attendance at the Convention of the Interna- 
tional Association of Accident Underwriters last week 
was not as large as in some previous years, the interest mani- 
fested showed no signs of diminution. The beautiful sur- 
roundings of the Mount Washington Hotel made it a delight- 
ful place to meet in, while in order that pleasure might not in- 
terfere with business the committee on programme made a 
sharp division of each day by devoting the mornings solely 
to business. The work accomplished during the year by the 
executive committee has been of the utmost importance, and 
everyone conceded that it had been well done. A number of 
interesting and instructive papers were prepared for the sev- 
eral sessions, which served to add to the tale of knowledge 
possessed by those in attendance. The topic of most vital in- 
terest which came up for discussion was that relating to policy 
frills. Some drastic but necessary recommendations were 
made by the committee in charge; but as the question is one 
involving in high degree the matter of competition, there were 
naturally many divergent views expressed in the discussion. 
Frills which do not mean any real benefit to the purchaser of 
accident insurance may easily be eliminated, but those which 
result in a more liberal contract for him are more difficult to 
dispose of, and the companies have to decide whether or not 
such frills are profitable. As a result of the extended dis- 
cussion the whole matter was left to the executive committee, 
so that further efforts may be made to bring the companies 
into line. New companies serve to complicate the matter 
somewhat by their desire to attract business through policies 
with “talking points,” thereby making it more difficult to 
reconcile the differences between the older organizations. The 
committee, therefore, will find plenty of work on its hands be- 
fore a final decision is reached. 





]* the legislative graft investigating committee expects to 

accomplish anything of importance in the interests of the 
public, it needs to settle down to the work cut out for it. 
Thus far it has devoted its energies to an attempt to solve the 
problem as to how certain members of past legislatures main- 
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tained bank accounts with a firm of brokers, now bankrupt. 
The evidence thus far introduced indicates that the State or- 
ganization of traction companies, through well-known lobby- 
ists, contributed largely to the accounts of certain Senators 
and Assemblymen at critical periods when legislation affect- 
ing such traction companies was pending. Under the 
stimulus of big checks the legislation took the form the com- 
panies desired, and the “Black Horse Cavalry” that had con- 
trol profited by their contributions. It is generally conceded 
now that the investigation is a political farce, and that no one 
is to be injured by its performances. It is prohibited, by the 
law that created it, from investigating anyone who is a candi- 
date for office at the coming election, thus showing that poli- 
tics engineered the formation of the committee. To further 
demonstrate the truth of this assumption, the committee has 
adjourned for the present week, and it happens that both the 
Democratic and Republican State Committees hold their ses- 
sions during the week. ‘The presumption is natural that the 
investigating committee is more interested in convention wire- 
pulling than in the vaudeville graft show to which they have 
been assigned. Possibly these investigators have something 
up their sleeves to spring on the public later, but the season 
is getting too well advanced for them to create much of a sen- 
sation before the next legislature convenes. Up to the pres- 
ent time the subject of insurance has not been brought to the 
front, and the indications are that it is to be ignored, or re- 
served for some future committee to take up. 





T is altogether probable that Superintendent of Insurance 
| Barnes of Kansas will not ascribe the decease of two of 
the three stock fire insurance companies heretofore domiciled 
in Kansas to the operation of the State rating law, but it is 
equally probable that a majority of fire underwriters will be- 
lieve that the alarming mortality among Kansas companies 
within a year or so after the enactment of the State rating 
law is more than a mere coincidence. The retirement of the 
Freeholders and Shawnee Fire insurance companies, which 
between them in January last had more than $1,800,000 of as- 
sets, leaves only one small stock fire insurance company re- 
maining with a home office in Kansas. The retirement of the 
two companies named is a striking illustration of the manner 
in which home industries in the fire insurance line are encour- 
aged in some of the Western and Southern States. Let us 
hope that the State rating laws of Texas and Louisiana will 
not prove equally fatal to the home companies in those States. 





S is pretty well known by the agents of life insurance 
A companies and individuals whose lives are insured for 
large amounts, The Spectator Company is preparing to issue 
the 12th edition of a little booklet entitled Prominent Patrons 
of Life Insurance. This is being compiled with a vast 
amount of labor involved in correspondence and circulariz- 
ing a large number of persons. This publication will be ready 
in the course of a month or two. We desire to note at this 
time the fact that the large insurers, as a rule, whose names 
were given in a previous edition of this booklet have added to 
the amount of their insurance, and persons who were insured 
four or five years ago for $50,000 now carry $75,000, $100,- 
000 or $200,000. In letters addressed to us they say, in sub- 








Fire Insurance 


stance, that the comfort and relief from worry and annoy- 
ance that they have experienced from carrying moderate 
amounts of insurance have induced them to add to the amount 
they carried from time to time as they see their way to it. 
Their letters are so enthusiastic regarding the benefits of life 
insurance, the peace of mind that it brings them, and the good 
that they have seen accomplished by it in their circle of ac- 
quaintances, that they are led to believe that it is one of the 
most practical and serviceable benevolent institutions of the 
country. Here is a hint that agents may well consider ; instead 
of devoting all their time to hunting up new prospects and 
laboring with them for their education, why not devote some 
time to interviewing those who are already insured and realize 
the benefits of insurance and induce them to increase the 
amount they are carrying? 








FIRE INSURANCE TOPICS 


NEW YORK SURVEYS. 


Crooked work in the return premium department of a prominent 
English company was discovered last week, involving, it is believed, 
two young men who appear to have gone astray in deception. About 
two hundred checks- have been uncovered, some of them dating back 
nearly two years, which is evidence that the plot was deeply laid and 
that more than one person was concerned. These checks were pre- 
pared in the regular way and duly signed by the proper officials. They 
were made payable to various persons and firms who appear to have 
been myths. Certainly their names cannot be found on the com- 
pany’s books. These names were all endorsed on the fraudulent 
checks, and the checks all turned up in possession of a lawyer who 
deposited them in his own bank for collection. The receipt of such an 
unusual number of checks at the company’s bank at one time, and 
under the endorsement of one party, led to an investigation, which is 
still in progress. This unfortunate affair calls attention to one of the 
leaks in the cash of fire insurance companies’ daily routine which has 
frequently led up to criminal conduct of employees. 








The sudden retirement of the Shawnee was not unexpected to 
several outsiders who had paid attention to the rapid rise of the com- 
pany. The Shawnee transferred its city agency about a year ago 
from Withers & Mills to Newman & MacBain, and the last patrol 
returns showed the increase in receipts for the corresponding half 
year from $21,000 to over $51,000. 


The transfer of the entire line of fire insurance on the properties 
and risks of Wells, Fargo & Co. to the English Lloyds is credited to 
Wilcox, Peck & Hughes, the well-known marine brokers. The rate 
is reported to be a heavy cut on the tariff, As this policy covers in 
part certain property in this city it is a question whether a conflict 
with the laws of New York is not involved—a question which the 
Superintendent of Insurance ought to be able to settle. 


The Board of Underwriters at its last session authorized the pay- 
ment of a bill for legal services in connection with the revision of 
the city charter in the portion relating to fire department and building 
code subjects, which were referred to a special committee twelve 
months ago. The bill was about $1500, and it is warranted free from 
graft. 


At the recent meeting of the Eastern Union it was decided to 
appoint a committee of seven to consider the proposition for a change 
in the commission rule. 

The somewhat prolonged adjournment of the Legislative Investi- 


gating Committee still further postpones the examination of fire in- 
surance subjects. By the time the financial operations of former 


members of the legislature in connection with street railway corpora- 
tions is finished the members of the committee will be closely con- 
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inclination will be to hasten home. Already the comment is printed 
that the committee work is dragging along unnecessarily. 

Strange to say a brokerage firm who handle a large amount of 
sprinklered business has been making inquiries for one of the half- 
alive and half-dead Lloyds*agreements, with a view of starting a new 
inter-insurers’ office. But the legal requirements are so severe in 
this State it is doubtful if any of the offers will be accepted. The 
competition for sprinklered risks is rapidly approaching the limit of 
being overdone. The Western agents have hit upon the device of 
bargaining with the owners of these risks to give them a competitive 
rate of narrow dimensions, provided their entire insurance is trans- 
ferred to stock companies and the inter-insurance is thrown out. 

The rule of thumb was well illustrated a few days ago by a pro- 
posal of the City Comptroller to make a flat cut in the budget for the 
several departments of ten per cent upon the estimates. The fire 
department came in for its deduction on this basis, but the question is 
not yet settled. The fire department improvements will be halted and 
delayed indefinitely if this ill-advised economy is finally ordered. 
The arithmetical process in the Comptroller’s office must have been 
copied from the old-fashioned brokers’ system in fire insurance of 
“ten off” the regular premiums or the adjusters’ plan of a “deduction, 
anyhow.” 

The men at the counter are obliged to look out for tricky forms 
every day in the week. One of these contained a bogus coinsurance 
clause the other day, in declaring that the amount covered was subject 
to claims not exceeding eighty per cent of the value “on any one item 
insured,” without a word requiring eighty per cent of the value to be 
insured at all. It was thrown out in one office, but the broker in- 
sisted that he had a bunch of policies with these words inserted in the 
form. It has become almost a truism that printed forms are far more 
deceitful than written ones, for the sole reason that they are usually 
accepted without careful reading. ~ 

Five or six brokers, and perhaps more, each received a written invi- 
tation a week ago to call upon a manufacturer on the East Side who 
carries about $200,000 insurance. They all called (it is stated by one 
of the number), and were astounded to meet their rivals. The sub- 
stance of it was the owner of the factory wanted to bargain with some 
broker to give him insurance at ten per cent at least below the tariff. 
He had discharged his former broker because he would not yield to 
the same demand. Out of the new applicants not one dared to make 
any proposals for a reduction, and the owner raved about the ex- 
tortion practiced, etc. It turned out the former broker had insured the 
risk so carefully for several years that the rate had been slowly re- 
duced from two forty to one and a quarter, and yet this man clamored 
for further cuts! 

David Rumsey has been elected second vice-president and counsel 
of the Continental. Mr. Rumsey holds the same position for the 
Fidelity-Phenix Fire. Mr. Rumsey will give his whole time to the 
affairs of the two companies, retiring from the firm of Rumsey, 
Sheppard & Ingalls. 

The New York Board met last week, at which time the special com- 
mittee appointed to prepare suitable resolutions of respect to the 
memory of the late Marshall S. Driggs made its report, which was 
adopted. A committee of three, consisting of Thomas A. Ralston, 
Henry Evans and W. B. Ogden, was appointed to submit a nomina- 
tion for the vacancy on the finance committee caused by the death of 
Marshall S. Driggs. 

Now here is a chance for <ome enterprising company which comes 
to us through the Bureau of Consular Information in Washington: 
The Bureau is in receipt of a communication from a prominent busi- 
ness man in Turkey stating that he would like to get in touch with 
some good American fire insurance companies, as well as some 
American marine insurance concerns, desiring to work in the Levant. 
He writes that with the new laws of the Turkish government business 
can be conducted more easily, and if he can secure some good agencies 
satisfactory results are sure. 

The resolutions adopted by the Board of Fire Underwriters upon 
the death of Marshall S. Driggs are in excellent form, and conveys 
a well-merited tribute to his companionship in associated effort as well 
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as to his upright life as an underwriter and officer. The silver salver 
and pitcher he presented to the Board upon his retirement from the 
office of president will be a constant reminder of his desire to be 
useful. 





CHICAGO AND THE WEST. 


Greene, Percival & Co. of Chicago announce their appointment as 
surplus line agents for the Anglo-American Fire of Toronto, Can., for 
all territory in the United States west of the Ohio river. 

James O’Kane, who has been connected with the Western depart- 
ment of the AEtna Fire for forty-five years, and its cashier for forty- 
three years, retired from the company’s service last week. Mr. 
O’Kane was presented by the office and field force of the company 
with a handsome silver service, properly inscribed. 

The firm of Klee, Rogers & Co. will, on October 1, relinquish its 
special departments, heretofore in charge of A. T. Graham, and Mr. 
Graham will become the representative of the following companies: 
Providence Washington for automobile business; London Lloyds for 
automobile business, tourists’ floaters and transportation insurance; 
the American Live Stock for live stock insurance. Mr. Graham will 
also handle surplus fire business in Chicago and elsewhere, and will 
handle all business heretofore handled by Klee, Rogers & Co. located 
outside of Cook county. Klee & Rogers are giving up these depart- 
ments in order to devote their entire time and attention in the future 
to the local fire insurance business. 


BOSTON AND VICINITY. 


The Union Fire and the General Fire, both of Paris, France, are 
applying for admission to Massachusetts. S. E. Barton of Stark- 
weather & Shepley will represent the former, no plans as yet having 
been concluded as to the latter company. 

The Boston Chamber of Commerce has appointed a committee on 
insurance, to be known as the committee on fire insurance and fire 
prevention. The purpose of the committee is to look into the condi- 
tions affecting Boston fire insurance rates as compared with those 
in European cities, to make a study of the causes of fires and the 
methods of fire prevention. Not a single member of the fire insurance 
fraternity appears among the names of the committee. 

The Massachusetts Fire and Marine has been authorized to do 
business in Illinois, Missouri and Michigan. 

Herbert Coolidge of Gilmour & Coolidge has been re-elected the 
delegate of the Boston Board to the Massachusetts State Board of 
Trade. 


Burglars broke into the fire agency office of Adam Archibald & Co, 
the principal loss falling, however, upon Herbert C. Hill, the well- 
known adjuster, who had his souvenir badges, in connection with the 
adjustment of Baltimore and San Francisco losses, stolen, much to his 
disgust. The safe wherein the valuables of the office reposed appeared 
too husky a proposition for the burglars to tackle. 

Fhe new automobile fire insurance rates are now effective and will 
become operative on renewals of October 1. The new rates show a 
reduction on high-price machines insured for approximately their full 
value with no changes for cars insured for half value. The new plan 
takes into consideration the fact that high-priced cars depreciate less 
rapidly than the cheaper ones, and consequently the rate increases for 
partial insurance as the grade of machine cheapens. 





NOTES FROM PHILADELPHIA. 


Clarence A. Krouse & Co. have been appointed sole agents for the 
State of Pennsylvania for the International Fire of Fort Worth, Tex. 

J. E. Hyneman & Co. have been appointed representatives of the 
City of Pittsburg for Philadelphia and vicinity. 

Frank R. Hansell, John A. MacPeak and George H. B. Martin are 
the gentlemen named as the incorporators of the J. Howard Brown 
Company, with a capital of $25,000, under the laws of New Jersey, to 
act as agents and brokers for insurance business generally. The J. 
Howard Brown & Co. agency in this city has for many years been a 
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most important one, and this move will give it greater facilities for 
the handling of its growing business. 


On Saturday the George E. Wagner & Co. agency will move from 
the office at the northwest corner of Fourth and Walnut streets, which 
it has occupied for so many years, to its new quarters at 411 Walnut 
street. This move is necessafy to make way for the new building of 
the Fire Association which will shortly be erected on that corner. 


In accordance with the authority given by the Fire Insurance 
Society of Philadelphia at a special meeting held October 18, 1909, the 
building committee recently purchased the property at 232 South 
Fourth street for its use, and an enthusiastic meeting of the members 
was held on Tuesday afternoon to receive the report of the committee 
and lay plans for the easy financing of the matter. 


The Eastern business of the Phcenix Fire of Arizona has been re- 
insured in the Dayton Mutual. Pettibone & Krouse, as the representa- 
tives of both companies, brought about the deal. 





THE MIDDLE STATES, 


i ceheteeecmenacal 


—The Royal of Liverpool has received its license to write marine risks in 
New York State. 


—The annual report of the Reading Railroad Company, as of June 30, 1910, 
shows the operation of the insurance fund. The balance to the credit of the 
fund on June 30, 1909, was $1,048,842. The income during the year amounted to 
$113,601, and payments aggrcgated $194,159, leaving a balance on June 30, 1910, 
of $968,284, 


—O. A. Miller, proprietor of the T. W. Griffiths Company, a thriving local 
agency at Newark, N. J., has sold that business to V. E. Beavers and Frank 
E. Davenport. Mr. Miller spent eleven years in building up the Griffiths 
agency, and increased its premiums in the first three years from $30,000 to 
$100,000 yearly. He started in the fire insurance business in the West, and hopes 
to shortly return thither, forming new company connections. 


—It is understood that Prof. Whitney, the actuary for the New York investi- 
gating committee, is urging compulsory classification and will submit to the 
committee a plan covering twenty-three classes and suggesting that a law be 
passed requiring all companies doing business in New York to report their 
business on that basis. It is not yet known whether he intends to use the 
results of this classification as a basis for making rates or as a means of test- 
ing them after they are made. 





THE NEW ENGLAND FIELD. 





—George L. Shepley of Starkweather & Shepley, Inc., of Providence, R. I., 
has been elected president of the Insurance Association of Providence. 


—The Union Fire of Paris has been admitted to transact business in Rhode 
Island. E. G. Peirer of Starkweather & Shepley, Inc., is acting as superintendent 
of agencies for the Union Fire. 


—Charles C. Clifford, assistant secretary of the New Hampshire Fire, has 
announced his intention of establishing himself as an independent adjuster, 
with headquarters at Manchester, N. H. 


—The annual meeting of the Massachusetts Association of Local Fire Insur- 
ance Agents will be held in Boston, October 22, 1910. A special committee con- 
sisting of William H. Rogers, Edward F. Woods and Geo. O. Russell was ap- 
pointed to secure memberships among the Boston agents. 





THE WEST. 





Anti-Trust and Rate Regulation Cases. 


Several cases of importance to fire insurance companies are expected 
to be settled soon. The Indiana anti-trust cases, which have been pend- 
ing for two years, are due for a decision this month; Judge Weir, who 
heard them, having given notice that he would probably report by 
September 30. It is believed that he will continue some form of injunc- 
tion against the local board and stamping secretaries, but will permit 
the State raters to continue their operations as at present. With that 
out of the way, interest will center on the hearing of the important case 
in the Federal court at Topeka, which has been set for trial October 
6, involving the constitutionality of the Kansas rate-regulation law. 
Judge Bates of Chicago, the attorney for the companies, has completed 
his brief, in the preparation of which he was assisted by Seymour Edger- 
ton, and it is regarded as a masterly review of the rate-regulation situa- 
tion. The basis of the argument is that the rates of only those busi- 
nesses can be regulated by the State which are impressed with the 
public interest, such as railroads, telegraph companies, etc. It is shown 
that insurance is not impressed with the public interest to such an ex- 
tent as to make this possible. The legal and constitutional position of 
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the companies in this case is believed to be very strong and is expected 
to be strengthened by the troubles which have befallen the Kansas fire 
companies since the enactment of the rate-regulation law. 





Two Kansas Companies Reinsured. 


The Freeholders Fire of Topeka has reinsured all outstanding risks 
in the Firemens of Newark. Geo. A. Bailey, organizer and manager of 
the Freeholders, goes with the Firemens as special agent for Kansas 
and Oklahoma. 

The Shawnee Fire of Topeka has decided to cease business, and has 
reinsured its outstanding risks in the National Fire of Hartford. The 
Shawnee’s unearned premium fund was about $1,400,000. This action 
on the part of the Shawnee terminates the examination which has been 
in progress on behalf of the Insurance Departments of Kansas, Minne- 
sota and Virginia. It is stated that Manager Jas. W. Going will retire 
from the insurance business. 





—The General Fire of Paris has entered Indiana and appointed Fieber & 
Railly its agents at Indianapolis. 

—Hubert Hanson of St. Cloud has been elected president of the Minnesota 
Association of Local Fire Insurance Agents. 

—The Peoples National Fire has added Missouri, Nebraska and Iowa to the 
territory of Illinois Special Agent W. J. Nolan. 

—Lyman, Ritchie & Co., who have the Chicago local agency for the American 
Union Fire of Philadelphia, will also have the general agency for a number of 
Western States. 

—Greene, Percival & Co. of Chicago have been appointed surplus line agents 
by the Anglo-American Fire of Toronto for all territory in the United States 
west of the Ohio river. 

—tThe citizens’ advisory committee appointed by Mayor Shank of Indianapolis 
will recommend the establishment of a fire patrol and salvage corps, to be 
maintained by the companies under a law now in force. 

—Interesting developments are likely to grow out of the troubles of the Shawnee 
Fire, which culminated by its recent reinsurance in the National of Hartford. 
It is stated that the examination on behalf of the Insurance Departments of 
Kansas, Minnesota and Virginia at the instance of the committee on examina- 
tions of the Insurance Commissioners’ convention had proceeded far enough 
to develop irregularities in the annual statements filed with Insurance Depart- 
ments, principally in the unearned premium account. 





THE SOUTH. 


Atlantic Coast General Agency Corporation. 


The stockholders of the Atlantic Coast General Agency Corporation, 
a holding company for the general insurance agency contracts of the 
Dan G. Pleasants general agencies of Jacksonville, Fla., held its first 
annual meeting recently. The business has been most successful, a 
dividend of twelve per cent being declared. Within the last month the 
agencies have closed a general agency contract for several lines of in- 
surance and justifies the office in the use of the business slogan adopted 
by Mr. Pleasants, ‘“‘Everything in insurance.’’ Following the meeting 
of stockholders the newly-elected board of directors met and elected 
the following officers: President and general manager, Dan G. Pleasants; 
vice-president, William C. Cooper, Jr.; secretary and treasurer, Richard 
L. Pleasants. The Dan G. Pleasants general agencies are operated upon 
broad lines and cover the field of insurance pretty thoroughly. Seven 
well-known and reliable companies are represented under State general 
agency contracts, while four companies of standing and responsibility 
are represented locally. 





—The Empire City Fire is entering Texas through the general agency of Gross 
R. Scruggs & Co., Dallas. 

—Wm. N. Hawks, a well-known Southern adjuster, has joined the Southern 
Adjustment Bureau of Atlanta, Ga. 

—H. D. Richardson of New Orleans has been appointed general agent of the 
Central National Fire of Chicago for Louisiana. 

—The Home Fire of Wheeling has called upon stockholders for a final pay- 
ment of $50,000, which will make the company’s capital $250,000. 

—F. H. Renner, daily report examiner in the New York office, has been ap- 
pointed special agent of the Sun of London for Virginia, Marylanc and the 
District of Columbia. 

—J. Frank Stockdell, former assistant manager of the Southern department of 
the Phenix of Brooklyn, has been appointed assistant manager of the Inter-State 
Fire of Birmingham, Ala. 

—The assistant attorney general of Texas has given the Insurance Department 
an opinion holding that it has no right to license any company until its capital 
stock is fully paid up. Application had been pending from a company which 
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had increased its capital, already paid-up at $200,000, to $250,000, with $20,000 of 
the new stock unpaid, and under the ruling it was denied a license. 

—A. F. FitzSimons has been appointed assistant to A. R.. Thoamsson, special 
agent of the North British and Mercantile for Georgia, South Carolina and Ala- 
bama. Mr. FitzSimons is an inspector with the South-Eastern Underwriters 
Association. 

—The New Orleans agency of LeBlanc & Railey, Ltd., under date of Septem- 
ber 20, sent a red-hot letter to the Louisiana Fire Prevention Bureau concerning 
the New Orleans Terminal Company risk, in which the executive committee is 
virtually charged with partiality. 

—The Louisiana-Mississippi Pond of the Blue Goose has elected F. L. Sea- 
man most loyal gander; W. S. Campbell, supervisor of the flock; G. C. Long, 
custodian of the goslings; J. F. Campbell, guardian of the pond; H. T. Hig- 
inbotham, wielder of the goose quill, and R. P. Clower, keeper of the golden 
goose egg. 

—Citizens of Americus, Ga., referred to as ‘“‘leading business and professional 
men,” have addressed Governor-Elect Hoke Smith, charging that the State has 
been at the mercy of an insurance trust which has stifled competition, and re- 
questing that fire insurance companies be placed in charge of the State railroad 
commission. 





MISCELLANEOUS FIRE NEWS. 


Concerning the Alliance of London. 


The rumors about the likely return of the Alliance of London seem 
not to be without foundation. It is learned that Manager Lewis re- 
quested Chief Inspector Dawson on his recent visit to this country to 
look into the qualifications of certain individuals who had applied for 
the management. It is heard, too, that two millionaire companies have 
been offered the Alliance, and that Manager Lewis has said that the 
Alliance would never enter this country again in its own name. His 
reasons are that he fears the conflagration hazard in the big cities, and 
entering the Alliance again, its income would not be sufficient for some 
time to come to cope with a heavy loss. Whether negotiations are 
still pending for American companies cannot be stated, though it is 
well known that the Alliance has built up its home plant largely by 
reinsurances of smaller offices. It is believed, though, that the com- 
pany will not consider anything but an extensive plant in this country. 
Manager Lewis himself is likely to visit the United States this fall and 
look the ground over. 





—The Rochester German Fire has entered California. 

—Henry Hewett & Co, of Portland, Ore., have been appointed first agents of 
the California Fire. 

—The stockholders of the Pioneer Fire of Tacoma have voted to pay in 
$30,000 immediately. 

—Policies guaranteed by the Sun Insurance Office of London are being issued 
under the title of Sun Underwriters. 

—The stockholders of the Hudson Bay Fire of Vancouver, B. C., have author- 
ized the directors to take over the business of the Calgary Fire of Calgary, Alta. 

—A. C. Olds of Chicago has become associated with T. J. Conroy of San 
Francisco, succeeding the late Alfred Grim, under the firm name of Conroy & 
Olds. 

—Henry Evans has circularized the twenty thousand agents representing the 
Continental, Fidelity-Phenix and Fidelity Underwriters, authorizing larger lines 
and asking for a large increase in business on the desirable classes. 

—tThe executive committee of the National Association of Local Fire Insurance 
Agents has voted in favor of dropping the name of the Jefferson Fire of Philadel- 
phia from the list of co-operating companies. 

“I have always considered THe Spectator an excellent insurance paper, and 
recommended it as such to all my friends, and I will continue to do so, for 
I have only words of praise for your valuable journal.”—Rodolfo E. Villalva, 
Mexico. 

—James H. de Veuve of Hanford & de Veuve, general agents at Seattle, Wash., 
is engaged in the organization of a stock fire company, with not less than 
$500,000 of capital and surplus. It is expected to have the new company ready 
for business by January 1, next. 

—The original side-liner in insurance is probably the man who advertised 
in London in 1675: “Sold by R:«bt. Horne, at the south entrance of the Royal 
Exchange, Matthew’s Pills, Buckworth’s Lozenges, Pollicies of Assurance, Sir 
Kenhelm Digby’s Sympathetical Powder.” 

—In the 1900 edition of ‘‘Fire Insurance Laws, Taxes and Fees,’’ under Vir- 
ginia, the fee payable on admission by a mutual company should read $50 in- 
stead of $25. The fee payable by a stock company to the State Corporation Com- 
mission, when entering the State of Virginia (payable once only), is now $5 
instead of $1. 

—A general code of rules governing tornado insurance will probably be the 
outcome of the efforts of the committee appointed at the annual meeting of 
the Western Union to confer with a committee from the Western Insurance 
Bureau, with a view to securing uniform rules of practice for the writing of 
tornado insurance. 
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IN AND ABOUT NEW YORK. 


Perez F. Huff, New York manager of the Union Central, was 
leader of the company for the last month, as well as for the eight 
months of 1910. Going some! 

William R. Halliday, Fellow of the Faculty of Actuaries, and for 
seventeen years with the North British and Mercantile, arrived in 
New York early this week en route for the South. 

The Metropolitan has sent a letter to its policyholders outlining a 
plan which involves relief from future premium payments in case of 
total and permanent disability of the policyholder while under age 
sixty. 

Miles Menander Dawson, who has been in Europe gathering first- 
hand information on workmen’s compensation and employers’ liability 
for the Federal government, returned yesterday on the Anchor liner 
“California.” 

President Peabody of the Mutual Life has announced that an effort 
will be made at the next session of the New York Legislature to 
secure an extension of the time within which life insurance com- 
panies must dispose of their stock holdings of 1906. December 31, 
gti, is the last date, and many of the companies have found that they 
will suffer distinct loss in disposing of many of their holdings before 
that time. 


CHICAGO AND THE WEST. 


Ralph K. Hubbard, who came from the East, and was successively 
with the Federal Life and the Great Northern Life of Wisconsin, has 
returned to New York, and has gone with the agency department of 
the United States Life. 

E. A. Marthens has resigned as agency supervisor for the Hartford 
Life in Illinois. 

Wilson & Force of Minneapolis have resigned the agency of the 
Employers Liability for Minnesota and North Dakota, as the United 
States Fidelity and Guaranty, which they represent for bond and 
burglary insurance, has added a liability department. 

Howard N. Skillin, cashier and assistant manager of the Chicago 
agency of the Union Mutual Life for the past seven years, has been 
transferred to Cleveland as manager for the company for Ohio, Byron 
C. Howes succeeding him as cashier in Chicago. 

The Chicago Life Underwriters Association has omitted its Septem- 
ber meeting, and October 18 will receive the reports of the delegates 
to the National Convention and will be addressed by Health Commis- 
sioner Evans. President Girardin will then announce the committees 
to arrange for the 1911 meeting of the National Association, which 
will be held in Chicago. 

The $200,000 Club of the International Life of St. Louis met at the 
home office September 23 and 24. Business sessions were held during 
the day, with luncheons, automobile trips, theater parties and banquets 
to furnish the social features. 


BOSTON AND VICINITY. 


The Massachusetts Commission on Compensation for Industrial 
Accidents, appointed by the Governor to report to the incoming 
legislature, will hold public meetings throughout the State, the first 
to be held to-day (Thursday). James A. Lowell of Boston, the chair- 
man of the commission, is the counsel of the Employers Liability 
Corporation. It is understood that the commission proposes to draft a 
bill modeled on the English workmen’s compensation laws. 

Vice-President H. O. Edgerton has been elected president of the 
Boston Mutual Life, in succession to the late John H. Wheeler. The 
choice is an excellent one, for no one in the service of the company is 
more worthy of the honor. He has in ten years worked his way up 
from the agency ranks in Greenfield to the home office. Later he 
was elected secretary and vice-president, and in each position he has 
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shown the sterling qualities which marked him for his present office. 
He enjoys the confidence of the home office and field forces alike, and 
his selection is the popular choice, for his qualities of heart are no less 
prominent than those of his mind. William P. Wood, a director of 
the company from Pittsfield, was elected vice-president; Edwin 
Wilcock was elected treasurer, and William A. Morse, a distinguished 
lawyer experienced in insurance lore, was elected general counsel. 

Carl Bradley, president of the Empire Life of Seattle, was a visitor 
in Boston last week, favoring your correspondent with a call. Presi- 
dent Bradley was formerly manager for the Boston Mutual. He is 
most sanguine about life insurance conditions in the Far West. 

The New England Casualty Company proposes shortly to enter 
Maine and Rhode Island. 

Representatives of the Fidelity and Deposit Company of Maryland 
were in Boston last week seeking a manager to handle its newly- 
added lines of burglary, plate glass and personal accident insurance. 





THE MIDDLE STATES. 





Fidelity Mutual Examined by Alabama Department. 


A report recently made public of an examination of the Fidelity Mu- 
tual by the Alabama Department shows the company to be in an excel- 
lent condition. The admitted assets are $19,307,809, total liabilities 
$18,521,221, leaving a net surplus of $786,588. The examination shows 
that the company’s valuations of real estate have been conservative, 
its mortgages well secured and that its death claims have been promptly 
paid. 





—The Provident Savings Life Assurance Society of New York announces the 
appointment of Ralph H. Gorsline as manager at its Rochester (N. Y.) agency. 
Mr. Gorsline is an experienced insurance man and leaves the Penn Mutual Life 
to take the above-mentioned position. 


—The Reliance Life has made the following changes in the Western divi- 
sion: St. Louis becomes the headquarters of the division, with O. G. Wilson, 
assistant general manager, in charge of local work in that territory when not 
giving his attention to general supervision. Iowa has been added to the terri- 
tory under C. D. Hellen’s supervision. The headquarters will be Omaha and W. 
L. Phipps, cashier of the Omaha office, will be promoted to assistant super- 
visor to Mr. Hellen. 





THE WEST. 


—The Great Western Life of Kansas City expects to write over $1,500,000 during 
the last quarter of the year, and is stimulating its agency force to heroic efforts. 

—Albert J. Heiliker, president of the Commercial Life of Indiana, is the subject 
of a portrait and two commendatory verses in the Indianapolis Star’s men of 
affairs column for September 21. 

—J. L. Shields, an old journalist, although for the past six years associated 
with the late Ernest L. Killen, manager of the Phoenix Mutual for Indiana, -has 
been appointed to that position. 

—President Hamilton, of the Federal Life of Chicago, announces the appoint- 
ment of Zeno M. Host, formerly Insurance Commissioner of the State of Wis- 
consin, to be agency superintendent of the Federal. 

—The Ohio National Life Insurance Company, recently organized in Cincinnati, 
is about to receive its license. The company has $500,000 capital and $500,000 
surplus, and has deposited $300,000 in municipal bonds with the Insurance 
Department. 

—George B. McGill, who for some years has had charge of the State of 
Indiana for the Michigan Mutual Life, announces that J. F. Springer, who has 
been in charge of the company’s Minneapolis office, will now be transferred to 
Indiana. He will have under his immediate direction the southern half of the 
State, while the northern part will be divided into several districts under district 
agents. 





THE SOUTH. 


—W. L. Denham has been appointed superintendent of agents in Florida, and 
D. M. Hopson special agent in Jacksonville for the International Life of St. 
Louis, under the supervision of George J. S. Baron, manager of the Atlantic 
department. 

—The Mississippi Valley Life of Little Rock, Ark., is being well received in 
its home State. It has thus far this year written and issued more business than 
in the whole of 1909, and expects to lead the old line companies in Arkansas 
business in the near future. 
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MISCELLANEOUS LIFE NEWS. 


List of American Old Line Life Companies. 

During the past five years the number of life insurance companies 
operating in the United States under legal reserve laws has more than 
doubled, and additions are constantly being made to the already 
extensive list. As a result, agents frequently encounter in competition 
companies with whose names even they are not familiar, while the 
duplication of names also lends to their embarrassment. At the 
present time there are no less than two hundred and eleven legal 
reserve life insurance companies of the United States duly licensed to 
transact business, and many others are being promoted. It has been 
the custom to print in the annual publication, The Compendium of 
Official Life Insurance Reports, the full list of old line life insurance 
companies actually transacting business, and The Compendium for 
1910 contains this list. In order, however, that agents and companies 
may have in compact form the names and location of all the American 
life insurance companies now legally operating, The Spectator Com- 
pany has published a list, made up to July 15, 1910, showing, in ad- 
dition to the corporate title and location of the companies, the date of 
incorporation, the date when business was commenced, the capital 
stock and the names of the president and secretary. The list is printed 
on a fine quality of bond paper from clear type, so as to be easily 
read, and sells at 25 cents per copy. Address all orders to The 
Spectator Company, 135 William street, New York. 








Comptroller Murray Issues Ruling. 

In answer to numerous inquiries from banks, Comptroller of the Cur- 
rency Murray has stated that it is beyond the province of National 
banks to insure the lives of their presidents, on the grounds that such 
action might prove an obstacle to the directors removing such president 
at pleasure. 





NATIONAL CONVENTION OF INSURANCE 
. COMMISSIONERS. 


[SPECIAL DISPATCH TO THE SPECTATOR. ] 


For the first time in the forty-one years of its existence, the National 
Convention of Insurance Commissioners gathered to-day in the extreme 
South. Mobile opened its gates wide to the visitors, and although 
many from the North and West found the summer weather still con- 
tinuing to an almost unpleasant degree, they were compensated by a 
most cordial welcome. When President J. A. Hartigan called the meet- 
ing to order in the auditorium of the Battle House, he faced representa- 
tives of twenty-nine States, as well as a large number of company officials 
and visitors. A few words of welcome were given by ex-Governor W. D. 
Jenks, who is now president of the Protective Life of Birmingham. He 
was followed by W. K. P. Wilson on behalf of the Commercial Club and 
the Board of Local Underwriters of Mobile. Eugene J. McGivney of 
Louisiana made the response, after which Secretary Cunningham cailed 
the roll by the geographical order of States, showing the following to be 
present: Alabama, Frank N. Julian, A. C. Sexton; California, E. C. 
Cooper; Connecticut, T. H. MacDonald, H. P. Hammond; Florida, W. V. 
Knott; Iowa, J. L. Bleakly; Illinois, Fred W. Potter, Geo. Graham, Jr., 
O. B. Ryon; Louisiana, E. J. McGivney; Maine, Beecher Putnam; Mary- 
land, E. R. Green; Massachusetts, F. H. Hardison; Michigan, J. V. Barry; 
Minnesota, J. A. Hartigan, Chas. W. Farnham; Missouri, A. L. Reeves; 
Mississippi, T. M. Henry; Montana, H. R. Cunningham; New Hampshire, 
Geo. H. Adams; New Mexico, Jacobo Chavez, P. M. A. Lienau; New York, 
H. D. Appleton, N. B. Hadley, Chas. Hughes; North Carolina, J. R. 
Young; Ohio, C. C. Lemert, E. E. Stillwell; Oklahoma, Milas Lasater; 
Pennsylvania, S. W. McCulloch, Robert E. Forster; Rhode Island, Felix 
Hebert; South Carolina, Hugh McMasters; Tennessee, Reau E. Folk; 
Texas, R. C. Burton; Virginia, Joseph Button, I. Davenport; West Vir- 
ginia, J. S. Darst; Wisconsin, G. E. Beedle, L. A. Anderson; Washington, 
J. H. Schively. There were also present ex-Commissioners F. H. Betts 
of Connecticut, W. H. Prewitt of Kentucky, A. I. Vorys of Ohio, T. B. 
Love of Texas, W. Q. Cole of Mississippi, Myron Wolf of California and 
E. B. Craig of Tennessee. Other visitors included Franklin J. Moore of 
Philadelphia; Wilmer L. Moore of Atlanta; Wm. H. Moore, Robert L. Cox, 
J. J. Brinkerhoff, W. H. Thummel, Robert McCurdy, W. J. Tomlins, Jr., 
P. F. Roche of New York; Chauncey S. S. Miller of Chicago; Lloyd 
Damon of Montgomery, Ala.; Wm. Bro Smith of Hartford; N. H. Craig 
of Nashville; W. H. Davis of Los Angeles. The annual address of the 
president was next presented, extracts from which are given below. 
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PRESIDENT HARTIGAN’S ADDRESS. 


We are assembled in our forty-first annual convention to review the work of 
the past and to take counsel together as to the future; to hear the reports of our 
committees who have labored diligently during the year on the matters submittted 
to them; to act on these reports and to consider legislative enactments and de- 
partmental policies that may oh protect the interests of our clients—the people. 

State regulation of insurance is a growth constantly changing, constantly ad- 
vancing’ to keep pace with the increase and development of the business super- 
vised. New problems are forcing themselves on our attention and old ones are 
more insistently demanding a solution. As the business grows in complexity and 
concerns an increasingly greater number of people, the need of regulation in- 
creases and the State, in the exercise of its police power, will legislate for the 
protection of the general public against the inclination of the individual to 
transact his affairs as in his judgment is best calculated to further his own in- 
terests. The Department, knowing the views of the policyholders and of the com- 
panies, should recommend for enactment such laws as are necessary. Enforce- 
ment of the law is an important function of a Department, but one fully as im- 
portant is that of keeping the law up to present requirements. In general, a 
legislature will listen to departmental advice and act upon it, and this is particu- 
ay true if the legislation that is recommended is endorsed by a body such as 
this. 

It is the fashion and custom in some quarters to criticise State supervision. It 
is said that some things have been done which have been unwise, which have 
unsettled business conditions and have restricted the action of the companies with- 
out corresponding benefits to the people. 

Let us admit that legislation has sometimes been hasty and ill-considered; that 
Departments have occasionally looked at the merits of some particular case instead 
of taking the broad view necessary for the ultimate good of the business. Shall we 
judge of State supervision by these exceptional cases? Or shall we consider 
what it has accomplished as a whole, recognizing the general desire back of all 
these efforts to remedy defects and to correct faulty conditions? Mistakes have 
been made in the supervision and regulation of other activities; legislative enact- 
ments controlling other lines of business are not always perfect. Laws are 
enacted which, after a test, are found unsatisfactory and their repeal required. 
All legislation is a growth, and, like other growths, it must be pruned and trained 
before it reaches perfection. 

Many of the vicious laws on our statute books are due solely to the activities of 
the insurance companies who have selfishly sought to gain advantages over their 
competitors. Such are the retaliatory laws, which can, I believe, in every in- 
stance be traced directly to the desires of the home companies for such laws. 


ProsLEMS SOLVED AND UNSOLVED. 


Some problems have been solved; others are in process of solution; some re. 
main untouched. Among the recent achievements are the standard provision law 
for life insurance policies; a similar law controlling the conditions of health and 
accident policies; an anti-rebate law applying to all forms of insurance; the taking 
over by the Department of insolvent companies and associations, eliminating the 
exorbitant expenses of receiverships; and r expect, as a result of the work of one 
of our most efficient committees during the past year and the action of this con- 
vention, the general enactment of a law governing fraternal societies which will 
enable these associations to establish themselves firmly and fulfil not only the im- 
mense olbigations which they have at present, but those which they may hereafter 
ane. ~ *'* 

The State has for years required the life companies to charge adequate rates 
and thus guard against failures, receiverships and consequent loss to the public. 
The Departments have urged the same course upon other classes of companies 
and societies, both by fostering legislation to that end and by constant public 
agitation of the subject. 

Compare for an instant the record of the insurance companies with that of the 
railroads. Every receivership or reorganization of a railroad has resulted in the 
road emerging from such receivership with increased financial obligations. The 
stockholders have eventually profited by this course, as the public had to pay divi- 
dends upon the increased capitalization. 

The reorganization of an insurance company results in a decrease of capital or 
an increase of surplus at the expense of the stockholders only. The only recent 
case where the reserves of a legal reserve life insurance company were impaired 
was corrected by the mere suspension of business upon the order of the Department. 

While the companies are hampered by the lack of uniformity in the insurance 
laws of the different States, there is not so great a diversity in these laws as in 
the laws covering other subjects; for example, in the criminal law, the laws gov- 
erning divorce, and, in fact, practically every other subject. But the diversity of 
the law is more noticeable in insurance on account of its being such an important 
factor of every-day business. This convention has labored long and diligently to 
bring about practical uniformity, and what uniformity exists is due almost entirely 
to its efforts. * * * 

FUNCTIONS OF THE DEPARTMENTS, 


It is generally admitted that one purpose of a Department is to protect the 
policyholders of the State, and it has been argued that this protection should go 
only so far as to determine the solvency of the undertaking company. If this be 
the sole function of a Department it has little excuse for existing. Policyholders 
must be protected and be protected in all their rights. If a just claim is not paid 
it matters little to the claimant whether it be on account of the insolvency of a 
company or on account of the misleading contract of a solvent company. 

The insurance companies need the Department to protect them against the com- 
petition of fraudulent and dishonest competitors, and sometimes from the fatuity 
of their own acts, and to uphold the general reputation of the business. We have 
recently had an example of a class of companies admitting that conditions are bad 
but that they are unable to correct them, and practically appealing for legislation to 
accomplish what they are unable to perform. comparison of the present status 
of the surety companies with that of two years ago shows the efficacy of depart- 
mental action in securing results beneficial to the companies and beyond their 
attainment through their own unaided efforts. 

The State should not do for the individual what he can, under ordinary cir- 
cumstances and with reasonable effort, do for himself, but it should do for him 
the necessary thing that he is unable to do for himself or able to do only at a 
great loss of time, effort or property. * * * 


Tue ADVANCE OF SUPERVISION. 


State supervision of insurance his come on account of a demand from the 
people to correct abuses. Its power and scope have been extended for the same 
reason. To what extent it will ultimately go depends on the attitude and the 
management of the insurance companies. It will not go, as a whole, further than 
is needed. Some view the advance with apprehension, exclaiming that it is now 
approaching government insurance. It may more closely approach that goal, and 
it may even reach it. If under government insurance the people will be more 
fully protected and at a lower cost, then the public need not view the situation 
with alarm. The things that are working most strongly now for government in- 
surance are the improper business methods of some insurance companies—high 
expense ratio and a feeling that the public is not in all cases receiving an equiva- 
lent for the sums paid in premiums. The sure avoidance of excessive paternalism 
in insurance lies in the companies doing more for the individual than the State 
can do. The constantly increasing and varying needs of the public for insurance 
must be supplied and supplied on the basis of a reasonable element for expense. 
When competition increases the benefits and lowers the cost it is welcome; when 
it increases the cost only it should be restricted. 

The increase of supervisory functions demands larger and more perfectly or- 
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ganized Departments. The Insurance Department should in no case be the 
football of opposing political parties. Public service demands permanency, which 
can be secured only by placing the Departments under civil-service regulations. It 
is proper that insurance companies should pay for supervision, but it is not proper 
that they should pay for supervision that is non-existent. he companies and the 
public have suffered more from lack of supervision than from oversupervision. 
As the Department demands that upon the part of the companies there be honesty 
and efficiency, the public and the companies have the right to demand from the 
State in supervision honesty, intelligence and fair treatment. As publicity is the 
most trenchant weapon in combating an evil, it should be used by both Depart- 
ments and companies in correcting conditions detrimental to the public good. 
There is little danger of too much supervision of the right kind. 

In the general field of insurance two powerful agencies are at work to better 
conditions. The first is the Departments represented in this convention; the 
second is the different associations of insurance companies, each working in its 
particular field. Companies in the same line of business are learning the value, 
the necessity even, of co-operation; the Departments are learning the same lesson. 
Each will in turn learn the greater value of co-operation between Departments 
and companies. Neither Insurance Commissioners nor company officials are more 
or less than human. Each does his duty as he sees it, but the point of view is 
often different. Let each concede to the other honesty of purpose, and many of 
the most vexing problems will yield to this alchemy of mutual confidence. 


Committee reports were next in order and were inaugurated by T. H. 
MacDonald of Connecticut for the executive committee. The report 
covered the transactions of the year, showing that two formal meet- 
ings had been held and other informal gatherings had taken place. 
The committee recommended that hereafter its meetings should be at 
intervals of three months, or possibly two months; and that legisla- 
tures meeting in 1911 should be specially urged to pass the uniform 
bill regarding standard provisions for accident and health policies, and 
also a bill on the lines of the New York law, giving the Insurance De- 
partments supervision over the promotion of insurance companies. The 
report also included a reference to the death of Thos. E. Drake, late 
Superintendent of Insurance for the District of Columbia, and suggest- 
ing that suitable resolutions be drafted. 

H. D. Appleton of New York reported for the committee on blanks, 
stating that the changes had been very slight, as reported to the exe- 
cutive committee in June last, and for the first time-in many years the 
report of the blanks committee was disposed of within ten minutes. 

The committee on valuation of securities, through Commissioner Hard- 
ison of Massachusetts, gave details as to the publication of security 
valuations by New York and Massachusetts at the close last year, and 
recommended that the committee be made permanent and that the ex- 
penses of compiling the valuations should be contributed to by all. 

Commissioner Folk of Tennessee reported in part for the committee 
on fraternal insurance, giving the details of the investigation into the 
methods of fraternals as revealed by answers to thirty-six questions 
sent out to some two hundred orders. The report on the fraternal regu- 
lation bill has been made a special order for Wednesday afternoon, when 
the final draft will be presented. The committee has been in session 
here for several days, conferring with fraternal representatives, and a 
harmonious decision is believed to have been reached. 

At the afternoon session a most important report was made by Com- 
missioner Barry of Michigan for the special committee on expenses of 
fire insurance companies. After detailing the steps taken to gather in- 
formation by correspondence and hearings, the report says: 


As the result of its investigation, your committee is persuaded that 
during recent years the competition between the companies has been 
more in the direction of increasing the volume of business written, with 
consequent increased expenses, than of lowering the cost to the insured. 
It finds no justification for the varying conditions referred to. The 
cause is to be found in the existing system of compensating agents and 
brokers. In the judgment of your committee, this system is grossly 
erroneous, in that it unerringly makes for increased expenses and in- 
creased fire waste. Fire insurance is essentially a business of averages, 
and there is no sound business reason why a greater commission should 
be paid for one class of risks than for another, nor why one class should 
be preferred to another class. A feature of the business for which your 
committee can find no reasonable excuse is that the compensation of 
brokers, who are employed by and render service only to the property- 
owner, is paid by the insurance companies from whom they seek in- 
demnity required by their clients. Your committee is of the opinion that 
these services should be paid for by those for whose benefit they are 
rendered. This feature is but one of the indefensible conditions which 
make for increased expenses, and is another evidence that the companies 
are competing for volume of business by cutbidding each other in the 
price paid therefor. The conditions disclosed by the investigation in- 
clude another incongruous feature. This is that expense of procuring 
business is greater in cities where the demand for the indemnity the 
companies have for sale is in excess of the supply. Being of the opinion 
that the present system of compensating agents and brokers necessarily 
increases fire losses and the expense of conducting the business, and is 
the cause of conditions of which the insuring public justly complain, your 
committee believes that practically all of the unsatisfactory conditions 
which agitate the public and lead to unscientific and unavailing legis- 
lation designed to reduce the expense of conducting the business, and 
consequently the cost of fire insurance, can be eliminated by a radical 
change in the methods. We therefore recommend the substitution by uni- 
form company action, if possible, but if not possible, then by statute, of 
a system by which local agents shall be compensated by a flat commis- 
Sion and a commission contingent upon the profits of their respective 
agencies, the rate of flat and contingent commissions to be uniform 
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throughout the country; brokers representing the assured to be com- 
pensated by the persons, firms or corporations by whom they are em- 
ployed and in whose interests they work. 


The recommendation was also made that a permanent committee of 
five be appointed on this subject. No other reports being ready, the 
convention heard the paper of Commissioner McMasters of South Caro- 
lina on “Uniformity in Rulings and How to Obtain Them.’’ This was a 
scholarly paper, even though the speaker drifted, as he himself admitted, 
from the real title. At its conclusion an adjournment was taken until 
Wednesday, when committee reports will be heard, and also papers by 
Commissioner Hardison of Massachusetts, on ‘‘Present Classification of 
Insurance in Various States’; by Commissioner MacDonald of Connecti- 
cut, on “Discrimination in Life Insurance Policies,’’ and on the ‘‘Sav- 
ings in Life Insurance by Limitation of Expenses,’’ prepared by Super- 
intendent Hotchkiss of New York, but read in his absence by Deputy 
Superintendent Appleton. The general sentiment appears to favor Col. 
Joseph Button of Virginia for president, and Milwaukee as the next 
meeting place. 

The paper by Superintendent Hotchkiss is given herewith: 


SAVINGS IN LIFE INSURANCE BY THE LIMITATIONS ON EXPENSES 
PRESCRIBED BY THE NEW YORK LAW. 
By Ws. H. Horcuxiss, InsurRANCE SUPERINTENDENT OF NEw YorK. 


How much theoretically ought an average life insurance company to spend each 
year? , What, in the United States, is the just ratio between expenses and pre- 
miums? 

It is not proposed to attempt a definite answer to this Bape but rather to 
give some facts that may be helpful toward that answer. he experience of New 
York under the limitation laws of 1906, particularly section 97, is now of but 
three years. The statistics of these years, however, suggest certain deductions 
that may point toward the truth. : 

At the outset the writer admits that the problem is one of many factors; he is 
willing to let the experts wrangle over the relative importance of those factors. 
He is conscious, too, that company executives and actuaries have for years pushed 
this question aside, for the reason—shall he say it?—that they feared the truth 
might upset their agency forces. And he is not unmindful of Pope’s famous 
characterization of those who rush in where angels fear to tread! . 

But there must somewhere be the means whereby shall be fixed the ratio by 
which government may determine how much in the economy of things its citizens 
should spend that they may have life insurance. Above such ratio any expenditure 
is economic waste—no matter who carries the burden. 

The case of Germany seems to furnish figures based on a sufficient number of 
similar factors. Its reports show the percentage to be much the same from year to 
year. Thus, from 1897 to 1905 the total expenses of German life insurance com- 
panies consumed form 13.5 per cent to 14.5 per cent of the total premiums re- 
ceived, the gross amount of the latter being about one-fourth of those paid to 
American companies during the same period. The percentage remained approxi- 
mately constant, the average for the nine years, 1897 to 1905, being 13.9. uring 
the same period, with 1906 included, the percentage in the United States, in- 
cluding industrial business, fell from 29 per cent in 1897 to 25.3 per cent in 
1906. Concededly, the American percentage, due to high-pressure methods now 
admitted, and full weight being given to the factor of a business which increased 
in volume here more rapidly than in Germany, was in 1906 too high, perhaps 
much too high. Statistics drawn from the recent reports to the New York De- 
partment appear to demonstrate this. Indeed, while the range is a wide one, I 
venture to suggest that the normal percentage, which represents what we Ameri- 
cans as a mass ought to pay for life insurance—giving weight, of course, to 
American standards of living, earnings and expenditures—cannot justly, under 
a system of quasi-puolic corporations, vary greatly from between 15 and 20 per 
cent of the premiums. Against any expenditure above this latter figure, policy- 
holders, again as a mass, seem to have the right to protest. Indeed, it may be 
that in present conditions they may well insist, in an average company writing an 
—e proportion of new business, on a percentage somewhere between 16 
and 18. 

These observations are, however, only by way of introduction. The New York 
investigation of 1905 emphasized two classes of expenditure as conducing largely 
to the unsatisfactory conditions in life insurance—managerial waste (salaries, 
office buildings, syndicates, political contributions, lobbying expenses and the like), 
and agency waste (excessive commissions, principale on the first year’s pre- 
mium, rebates, expense allowances, prizes, bonuses, rewards and the other accom- 
paniments of forced-draft methods). Of the two, the second was both the more 
important and much the more difficult of treatment. 


SuMMARY oR SUMPTUARY LEGISLATION. 


The result was legislation which some have called sumptuary, but which surely 
was summary. The companies had shswn themselves unable or unwilling to 
grapple with the problem. The system’s principal beneficiaries—the field force 
itself—could scarcely be expected.to do so. Natural laws, so long as the com- 
panies were struggling one with the other after the bubble bigness, seemed to 
increase rather than diminish the expenditure. And the legislature stepped in! 
Tt is not the province of this paper to discuss whether the State should thus have 
interfered. The statistics of the first three years seem, however, fully to justify 
the action taken. Insurance is now being furnished those who wish it at a ratio 
of expense to premium for all companies doirg business in New York of 17.3 per 
cent, as against 22.9 per cent six years ago. 

In a report to the New York Department made in 1909 its Auditor stated: 

“It is clearly an advantage to society that a company should be permitted to 
spend in selling its policies an amount so fixed that the difference between the 
value of the aggregate satisfaction conferred by the company’s operations and the 
wealth consumed in producing that satisfaction is a maximum. Up to a certain 
point the more money a life insurance company spends in getting business, the 
more beneficial to society are its operations. This relation, however, is subject to 
the law of diminishing return, and after the maximum point is reached each 
addition to the rate of expenditure is increasingly injurious.” 

This statement was hailed with derision in several quarters. It contains, how- 
ever, an economic truth. Clearly. the real measure of the value of an institution 
to the society which creates it is the difference betweer. what it gives and what it 
takes. Now, we are yet far from the day when life insurance will sell itself. 
Hence the middleman—the agent in all his grades; and, consequently, his com- 
pensation. 


EXPENSE OF INSURANCE SALESMANSHIP. 


How much the purchaser of a commodity should pay for salesmanship is 
always a relative question; the modern excesses in this direction are finding their 
reaction in the factory-to-family idea. Salesmanship being, however, the largest 
single element in the expense of life insurance, it was natural that in seeking to 
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eliminate economic waste inquiry was focused on it. The result is well known. 
The expense of insurance salesmanship was found too high. It was struck at by 
the now famous section 97. A cutting down of incomes resulted; a weeding out 
of each company’s agency force. But who will say, even after but three years, 
that the savings from salesmanship and at the home ofhce resulting from the New 
Yurk law of 1906 have not made the difference between the aggregate satisfaction 
to the insured and the wealth of such insured consumed in producing that satis- 
faction much nearer the maximum? 

The New York investigating committee did not, however, recommend any up- 
ward limit on the rate of commissions. It assumed that competition between 
companies would continue to set an effective limit on the loadings, and took such 
loadings as a basis. In accordance with its recommendations, the legislature of 
1906, in substance, (1) provided that the principal items of the annual acquisition 
expenses of companies doing business in New York should not exceed (a) the 
loadings on the first-year premiums, and (b) the present values of the assumed 
mortality gains for the first five years of insurance, and (2) prohibited any ex- 
penses other than investment expenditures and taxes and other real estate outlays 
in excess of the aggregate amount of the actual loadings upon premiums received 
during the year and the presecnt values of the assumed mortality gains as pre- 
viously mentioned. Renewal commissions on other than endowment policies were 
limited to 7% per cent for the first nine years, and collection fees, after the tenth 
year, to 2 per cent. Lhe committee, however, did recommend an upward limit on 
the annual writings of companies doing business in New York, and the legislature 
of 1906 adopted its recommendation so far as New York companies were con- 
cerned, fixing the limitation at $150,000,000. 

This is the gist of the now well-known, and in some quarters much-criticised, 
sections 96 and 97 of the New York insurance law. Such sections constitute 
together the important checks on extravagance and waste developed by the investi- 
gation of 1905. Neither was perhaps in a strict sense scientific. Both were at 
the time apparently necessary. Of the two, section 97 is clearly still the more im- 
portant. While minor changes in it may later be found to be wise, such section 
contains the germ of the economic truth that declares that all expense not neces- 
sary to the maximum pecuniary efficiency of the company to the public is 
economic waste. It thus is the arch of the new edifice of life insurance. The 
limitations of section 96 are only the buttresses. 

The accompanying tables, made up from the official reports from 1904 to 1909, 
inclusive of, with a few relatively negligible exceptions, all the life insurance 
companies, except industrials, doing business in New York, have been prepared 
under the direction of Auditor Woodward of the New York Department, as have 
been the percentage schedules forming part of the text. A careful examination 
of Tables A, B, C, D and E will demonstrate the far-reaching effect of the New 
York investigation of 1905 and of the limitations of the present New York law. 
Tables F and G may prove interesting as showing the effects of such limitations on 
insurance in force and the character of insurance outstanding December 31, 1908, 
while Table H will indicate the probable effect of the automatic brake on total 
writings inserted in section 96 by the amendments of 1910. 

These tables will be considered separately. 


PERCENTAGE OF TotaL Expenses To ToTaL, PREMIUMS. 


The following summary brings out clearly the effect of the New York law on 
the percentage of total expenses to total premiums of the companies authorized to 
do business in New York: 


SUMMARY OF PERCENTAGES. 











| 

: Nine | Other Companies Averages, 
YEAR. New York | Doing Business All 

Companies. in New York. Companies. 
1904. 24.1 20.6 22.9 
1905........ 22.1 20.1 21.5 
1906.. 17.6 19.7 18.4 
. 14.9 17.9 16.2 
1908. 14.5 18.3 16.1 
Seer 16.5 18.2 17.3 











Considered thus from the viewpoint of total expenses to total premiums the 
following seem to be obvious deductions: If there was prior to 1906 economic 
waste in marketing this necessity of life, life insurance, the New York companies 
were, other things being equal, much more wasteful than the companies of other 
States operating in New York. Conversely, it seems that since 1906 the New 
York — have been more economical-than their competitors from outside; 
but the effect of the falling off in new writings, particularly by the New York 
companies, due to the exposures of the investigation, is vk Daal a considerable 
factor. The sharp rise of the New York percentage in 1909 suggests the im- 
portance of such factor. The narrowing of the gap between the New York per- 
centage and the non-State percentage and the relative steadiness of the latter for 
the past three years may well suggest that the companies authorized in New York, 
with business again normal, but under new conditions, are quite rapidly reaching a 
fairly constant expense ratio. 


First-YEAR ExpPENSEs TO First-YEAR PREMIUMS. 


The figures shown in this table are taken for the years 1906-1909, inclusive, 
from the companies’ “Schedule Q” for the year in question. For the years 1904 
and 1905 the first-year expenses have been taken to be the sum of commissions 
on first-year premiums and the amounts expended for medical examinations and 
inspections of risks. In considering the facts shown by this table it should there- 
fore be remembered that the first-year expenses shown therein do not include con- 
siderable sums that should, strictly speaking, be charged against first-year pre- 
miums. It should also be remembered that the items of first-year expenses 
enumerated in section 97 of the insurance law do not include any allowance for 
that proportion of the general administration or overhead expenses of the com- 
pany which, as a matter of fact, have a great deal to do with the cost of getting 
yusiness, 


SuMMaRY OF PERCENTAGES. 








: Nine | Other Companies | Averages, 
YEAR. New$York | Doing Business All 

Companies. | in New York. | Companies. 
1904 63.4 | 55.5 | 60.9 
1905. . 73.9 57.4 | 67.4 
1906.. 79.5 | 60.6 | 69.8 
1907.. 41.3 | 46.8 44.5 
1908. . 52.7 | 48.4 | 50.4 
1909... 53.2 48.6 50.7 








Examined thus from the viewpoint of first-year’s expenses and premiums, the 
effect of the new laws in reducing the percentage cost is equally noticeable; like- 
wise the higher expenditure of New York companies before the cataclysm of 
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1905-6 and the proportionately greater fall of the percentage in such companies 


to, or, at any rate, toward, the constant percentage, say about 50. Save in 1907, 
the New York percentage has been higher than that of the companies of other 
States. 

RENEWAL EXPENSES TO RENEWAL PREMIUMS. 

The renewal expenses shown in this table were determined by taking the dif- 
ference between the company’s total insurance expenses and the first-year ex- 
penses, as shown in Big ave hence, to the extent that Table B understates 
the first-year expenses, Table overstates the renewal expenses. The difference 
expressed as a percentage, however, would of course be much larger in Table B 
than in Table C. These tables do not check exactly with Table A, since that 
table is constructed on a cash basis. It should also be noted that the renewal 
premiums in this table include dividends and surrender values applied to pay re- 
newal premiums. 


SUMMARY OF PERCENTAGES. 











Nine OtherCompanies Averages, 
YEAR. New York Doing Business All 

Companies. in New York. Compa ies. 
1904... 17.9 15.8 17.1 
1905... 16.3 15.8 16.1 
1906.. 12.6 14.5 13.3 
1907.. 13.0 14.0 13.4 
1908. . 12.7 14.7 13.5 
1909.. 12.5 14.9 13.5 














The noteworthy feature of this table is the drop in the percentage in the case of 
the New York companies between 1905 and 1906, i. e., nearly four points, while 
the percentage of the non-State companies fell less than a point and a half. Here 
also the New York companies seem now to be more economical than their com- 
petitors from other States, though the naturally small renewal expense of the 
Mutual and the New York Life, for reasons later indicated, may somewhat account 
for this. The steadiness of the average percentage for all companies at about 
13.5 during the past four years suggests that the constant renewal expense ratio 
may be in the neighborhood of that figure. 


First-YEAR COMMISSIONS TO Frirst-YEAR PREMIUMS. 

The statistics in this table are on a cash basis up to and including the year 
1907; for 1908 and 1909 they are on a revenue basis, being taken from ‘‘Schedule 
Q.” The effect of this discrepancy of method on the percentage is, however, 
negligible. 


SUMMARY OF PERCENTAGES. 











Nine Other Companies Averages, 
YEAR. New York Doing Business All 

Companies. in New York. Companies. 
1904.. 54.8 48.1 52.6 
1905......... 65.8 49.7 59.5 
1906. . 65.2 §1.9 58.4 
1907.. 46.7 42.9 44.5 
1908... 43.9 41.1 42.4 
1909. 45.0 42.6 43.8 














The striking feature of this table is the decrease in first-year commissions for 
the period 1907-1909 as compared with the period 1904-1906. It is, of course, 
possible that this decrease in commissions may not wholly represent a real saving 
in expense, but may be in part neutralized by a change in the mode of compensa- 
tion for obtaining business. The effect of high-pressure methods, particularly by 
the New York companies, before the taking effect of the new laws in January, 
1907, is noticeable, as is also the similarity of the percentages for both domestic 
and non-State companies in 1909. It is worthy of note, however, that in every 
year the non-State percentage is lower than that of New York, and in 1905 and 
1906—the so-called hot-house years—very much lower. 


RENEWAL CoMMISSIONS TO RENEWAL PREMIUMS. 
This table offers a good illustration of the many difficulties in the way of satis- 


factory comparison of expenses in life insurance. 


SUMMARY OF PERCENTAGES. 

















Nine Other Companies Averages, 
YEAR. New York Doing Business All 

mpanies. in New York. Companies. 
HRS Oe nee nen veut Arye. 5.9 6.2 6.0 
| EERE riety Serene ar 4.8 6.3 5.4 
1906... 4.0 6.6 5.0 
1907... 3.6 6.2 4.6 
1908... H 3.3 6.3 4.5 
1909... 3.4 6.1 4.5 








The effect of the law of 1906 is here not so marked. While the ratio is 
lower, the changes in the past four years are slight. The noticeable feature is that 
the percentage of the New York companis is here much lower than the per- 
centage of the companies of other States. This is due to the very low percent- 
ages of the New York Life and the Mutual. In the former, the ‘“‘Nylic” plan 
took the place to a large extent of renewal commissions, while the Mutual had, 
previous to the amendments of 1906, adopted the policy of paying for most or all 
of its business with a high brokerage, thus securing it free from obligation to pay 
~ one more than a small collection fee on renewal premiums. fi 

ables F and G should be read together. That there was a shaking down of 
the business following the investigation of 1905 is clear, as is the fact that the 
shaking down was much more vigorous in the New York companies than in the 
non-State companies authorized in New York. Still, following a net decrease of 
business in force of $127,000,000 in 1906, $89,000,000 in 1907, and $15,000,000 in 
1908, New York companies gained $100,000,000 in insurance in force in 1909. 
The gain of the non-State companies, on a total of insurance in force but slightly 
less, was $363,000,000. But the striking fact is that these large gains were made 
without much increasing the expense ratio, thus apparently indicating that the 
thirty-five companies now doing business in New York can each year add largely 
to their insurance in force at a much lower expense ratio than in the past. 
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Indeed, if the population estimates in Table G are correct—and they are, of 
course, but estimates based on the censuses of 1900 and 1905—the per capita 
insurance in force in New York, while practically stationary for 1905, 1906 and 
1907, began rising again in 1908, and went up with a bound in 1909. Other 
forces than the exposures of 1905 have, of course, affected this per capita. But 
the fact to be remembered is that, in New York at least, life insurance is in- 
creasing faster than population. 


SuMMARY OF STATISTICS. 


Clearly, then, in twenty-six companies doing business in New York from 1904 
to 1909, including practically all the large American life companies: : 

The percentage of total expense to total premiums in 1904 was 22.9; in 1909 
it was 17.3. 

The percentage of certain items of first-year expenses to first-year premiums in 
1904 was 60.9; in 1909 it was 50.7. ! 

The percentage of renewal expenses to renewal premiums in 1904 was 17.1; in 
1909 it was 13.5. 

The percentage of first-year commissions to first-year premiums in 1904 was 
52.6; in 1909 it was 43.8. : 

The percentage of renewal commissions to renewal premiums in 1904 was 6.0; 
in 1909 it was 4.5. é 

But statistics with their tables and their ratios mean little to the ordinary 
policyholder. Here, fortunately, it is possible also to speak to him in terms of 
dollars and cents. Applying the ten-to-one rule assumed by the Connecticut De- 
partment as indicating the relation between the cost of new business and the cost 
of caring for old business: 

The initial expense per $1000 of policy obligation in force against all companies 
doing business in Connecticut for 1906, $36.10; the renewal expense, $3.61; 
while the initial expense of such companies in 1909 was $31.51, and the renewal 
expense $3.15. 

Thus the annual saving to policyholders in 1909, as compared with 1906, is 
eee per $1000 of new business and 46 cents per $1000 of old business on the 
books. 

Or, applying these figures to the $1,219,212,048 of insurance written by the 
thirty-five companies doing business in New York in 1909 and to the $10,647,240,- 
069 of insurance in force on the books of these companies at the beginning of the 
year, it is evident that, assuming that the expense rate of the companies would 
not have continued to increase after 1906, there has been a saving to policyhold- 
ers during the year 1909 of $5,596,183 in acquisition expenses, and of $4,897,730 
in general management expenses, a total of $10,493,913 saved over what would 
have been expended, other things being equal, had the limitations imposed by the 
New York insurance law not existed. 

Similar figures accumulated over a series of years point to a total saving that 
will be stupendous in its aggregate. This is conservation of the highest type. 
Indeed, it may be that in the summing up by the historian of the future of the 
progress of the Twentieth Century’s first decade, the New York insurance limita- 
tion laws of 1906 may be given as high rank as any of the statutes of recent 
years passed to prevent waste, and thus to conserve the general welfare. 


LIMITATION OF VOLUME. 


But one of the appended tables remains to be considered. It has been noted 
that section 97, thus solid in economic advantage, was buttressed by the limitation 
on annual writings known as section 96. The reason for this is well known, 
is still eloquent of waste and loss, and need not be restated here. In 1906 came 
the recommendations of the Armstrong committee. It recognized the truth of the 
law of diminishing return. It knew that pressure from the agency field might 
sometime sweep away the limitations of section 97. And so the legislature of 
1906 put up the bars on mere bigness. Granted, the action was arbitrary; just 
as much so as was the rivalry of the companies unreasoning. But section 96 was 
a war measure. 

And it had its effect! While but one company has perhaps yet found its 
progress barred, all have known that the old clamor and crowding would no longer 
be tolerated. It was appropriate, therefore, that as several of the great com- 
panies approached in 1910 the $150,000,000 limit, some change should be made. 
How better than by abandoning the arbitrary, ‘“‘Thou shalt not!” and writing over 
a may, if you but save!” This is the essence of the amendatory law of 

The words, which were in effect made applicable also to non-State companies 
doing business in New York, are: 

“If the total amount of insurance by said corporation in force on the 31st day 
of December of the preceding year is * * * more than six hundred million 
dollars (it may write) not more than one hundred and fifty million dollars, or it 
may increase its new business over the largest amount issued in any one of the 
three years immediately preceding in the ‘proportion in respect to said amount 
which the difference between 25 per centum of its net renewal premiums com- 
puted according to the bases of mortality and interest assumed in calculating its 
liabilities, and its total expenses for such preceding year, after deducting from 
said total expenses, (1) the items of first year expenditure specified in the first 
sentence of section 97 of this chapter, (2) its actual investment expenses (not 
exceeding one-fourth of 1 per centum of the mean invested assets), and (3) 
taxes on real estate and other outlays exclusively in connection with real estate, 
bears to said net renewal premiums;” * * * 

The purpose is clearly to put a premium on economy and on business that 
sticks. The company which keeps well within the expense limitations of section 
97 may increase more rapidly than the company which is just within such limita- 
tions; but in no event may it increase its business written by a greater percentage 
than the difference between 25 per cent of the net renewal premiums and the per 
cent of its total expenses (after deducting certain specified items) to such net re- 
newal premiums. hus, in general, a well-managed company is allowed to write 
each year an amount of new business increasing as the business in force grows; 
waste is penalized and the limitation becomes less arbitrary and more automatic 
and natural. 

Table H is merely by way of illustration. Omitting industrial companies, there 
are but four of those authorized in New York to which the new law can soon 
apply. Assuming that the Equitable, the Mutual and the Northwestern had each 
written $150,000,000 in 1909, the relative economies of these companies would 
have permitted to be written in 1910— 


LR Oo ie ES Te ee EI eae Se ay Ee nee ae $156,300,000 
ee; Sie Et, ae ene aig ate ete a ee 163,500,000 
EEE Cie WOME ona gee gas chee wale ie canals Bike 165,750,000 


While if the New York Life, which can write this year under the 
new law $166,671,477, had actually written $150,000,000 in 
1909, its economies have been such that in 1910 it could have 
ME 06 CER a eats a) aks ca hama die ube Wad Ae ed is Cao 170,250,000 


Nor does it seem likely that under the new limitations the annual writings of 
the great companies will so increase each year as to make further limitations ex- 
pedient. As was stated in a memorandum submitted by the Department to 
Governor Hughes at the time this bill was under consideration: 

However, while the figures show what percentage the four companies named 
could increase this year if tested by the rule laid down in the amendment, as a 
practical matter, it is quite unlikely that the companies could increase to the 
extent permitted by the amendment. Take the New York Life as an example: 
Tt is very apparent that the great increase from year to year during the years 
its new business increased most rapidly was due to extravagant expenditures. 
The table below sets forth the new business written by this company from 1895 to 
1904, both inclusive, with the percentage of actual increase, and the maximum 
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percentage of increase which would have been permitted if the proposed amend- 
ment had been the law during those years: 

















Maximum Percent- 

age of Increase 

Amount of New Percentage Calculated on the 

YEAR. Business Paid for. of Increase. Basis of the 

‘ Allen Bill Amend- 

ing Section 96. 
1895... $127,590,000 a Sh 
(ee ee ee eee 121,600,000 —4 14 
Me eric oe ere ea 135,009,000 11 14 
jC AR Oy TR RN ae eed 152,100,000 12 23 
1899 202,300,000 33 3} 
ER is ony tenaeee codes 232,400,000 15 ad 

Ses eoncao al now ates 262,400,000 13 

| RRR: ate aA BU Bas er bea Gets 293,300,000 12 6 
| ae eer pee rie 316,500,000 8 54 
|, . EES aR Aare reine 331,300,000 5 5 








“Thus it is seen that if it had not been for extravagant expenditures the com- 
pany could not have increased its new business at the ratios it did from year to 
year. Furthermore, comparison of the percentages shows that the company in 
writing the amount of new business it did in any one of the years mentioned 
expended so much money in order to do it that, under the rule provided in the 
amendment, it would have been allowed to increase its writings in any one of 
the succeeding years but by a very small percentage. For example, take the 
year 1898: In consequence of its expenditures in that year, the company could 
have increased its business the next year (1899) only 3% per cent if the pro- 
posed amendment had then been in force, whereas its actual increase in 1899 was 
33 per cent. In addition to this, no company will write up to its full percentage, 
as there will be a tendency, after the percentage of increase for any particular 
year is determined, for a company to keep well within the limit rather than risk 
exceeding it. Then again, these companies will not be forced to meet such ex- 
traordinary competition as they did in the old days. Experience seems to have 
demonstrated that extremely large writings can only result from a greater expendi- 
ture to secure new business than the law now permits or the amendment would 
permit. 

Thus. both sections now persuade toward economy. If you would grow big and 
bigger, says the law, see to it that you save, and in saving, remember that he 
who saves much gains more, more new business, and, yes, more dividends to 
policyholders, which means more satisfaction to the public. 

hese are some of the truths that a layman reads in the statistics and out of 
the turmoil of recent years. He reads, too, that life insurance is stronger, far 
stronger, to-day than it was before that turmoil. And, as one of the millions of 
Americans poling insurance policies, he finds satisfaction and hope in that 
there has at last come peace, a better understanding and a growth that is true to 
the slogan of the economist: Spend; but in spending, save! 





—We acknowledge with thanks a copy of the “‘Proceedings of the Insurance 
Institute of Toronto, 1909-1910.” 


—‘‘These issues (the two volumes of The Insurance Year Book for 1910) are 
more replete than heretofore, and I can assure you that The Year Book is 
almost indispensable in the transaction of the affairs of this Department.’’—Geo. 
E. Beedle, Commissioner of Insurance of Wisconsin. 

—The October number of The Century marks the close of its fortieth year of 
continued publication, during which period it has clung tenaciously to its ori- 
ginal aims, namely, to exercise “the conservative function of a family maga- 
zine.”? The issue contains the last part of Miss Wharton’s story, “‘The Letters;” 
“Golf, a game of Courtesy,” by Walter Camp; the third paper of Geo. Kennan’s 
series on Russia; ‘“‘A Fall from the Sky,’’ by Augustus Post, and several other 
articles of more than passing interest. 

—The October World’s Work presents the first instalments of what promise 
to be interesting and absorbing séries of articles: ‘The Pension Carnival,” an 
inquiry into the causes that have made the pension budget call for one hundred 
and fifty million dollars annually fifty years after the war; and “Chapters from 
my Experience,” an autobiographical sketch by Booker T. Washington supple- 
menting “Up From Slavery,” and telling of his efforts and career at Tuskegee. 
Of many other excellent articles one especially should appeal to the insurance 
fraternity. “A Life Insurance Deadfall’’ is a timely warning against so-called 
“holding” and “securities” companies engaged in the stock promotion of life 
insurance companies whose ultimate foundation is problematical. 


INDUSTRIAL INSURANCE _ 














—According to a recent count, 20,000 people enter the Metropolitan 
building daily. 

—The largest number of visitors for any day since its opening visited 
the Metropolitan tower on August 20. The number is recorded at 343; 
on the previous day there were 319. 

—The Metropolitan Intelligencer for September 17 publishes an excel- 
lent full page, half-tone, of the model sanitary room that has been 
exhibited by the company at county fairs throughout the country and 
has occasioned much favorable comment. 

—The Prudential Weekly Record for September 5 prints on its last 
page ‘Three striking family answers to objections to life insurance,” 
which consists of three cuts of families of from eight to twelve mem- 
bers each, all of whom are enthusiastic policyholders. 

—The membership of the Colonial Institute is rapidly approaching 
one hundred. W. J. Stock of Harlem and R. W. MacLatchy of 
















Casualty, Surety, Etc. 


Yonkers were admitted at the sixty-third and sixty-fourth members. 
The faculty fully expect that the enrolment will pass the century mark 
by the middle of October. 

—The following persons were admitted to membership in the Pruden- 
tial Old Guard during the week beginning September 5, 1910: Philip 
Youngentob, assistant, Brooklyn No. 4; Herman C. Reinecke, agent, Bay 
City, Mich.; George F. Snyder, agent, Newtown, Pa.; William J. Tub- 
man, agent, Brooklyn No. 8. 

—Superintendent J. R. Ward of Newport News, Assistant W. M. Price, 
Columbia; Assistant C. A. Orr, Pelzer; Agent M. Goldberg, Third 

‘Orleans; Agent W. M. Cooper, Terre Haute, and Assistant K. A. F. 
Leineweber are the newest members of the Life Insurance Company of 
Virginia, Order of Swift Eagles. 


—The Metropolitan is exhibiting its anti-tuberculosis scheme at about 
eighty county fairs throughout the country. The exhibits show a model 
sanitary sleeping room and various methods of cembating the white 
plague, which include photographs illustrating the company’s systems 
employed in both home and out-of-town treatment of cases. 


—On Friday the 17th an assistant managers’ convention was held by 
the Colonial at the Carteret Club in Jersey City. President Heppen- 
heimer greeted the delegates, after which many interesting addresses 
were heard. At the end of the morning session an appetizing luncheon 
was served, which put all in fine spirits for the afternoon business 
session. 

—The following persons were admitted to membership in the Pruden- 
tial Old Guard during the week beginning August 29, 1910: Jackson S. 
Wood, assistant, New York No. 10; Harry B. Bartley, agent, Wells- 
ville, Ohio; Wojcieck Borowiec, agent, Buffalo No. 3; David H. Freeze, 
agent, Wabash, Ind.; Elis Judlowitz, agent, Passaic, N. J.; Fred. G. 
McElheny, agent, Rochester No. 2. 

—Recently the men of the Colonial’s Brooklyn district had their 
annual outing at Coney Island, where, after ‘‘beaching’’ and ‘‘grouping,”’ 
they foregathered at the Hotel Bella Napoli, where ‘‘Mine Host,”’ 
Beniamino Tarla, displayed a menu that was a wonder. For three hours 
the matter from anchovies to the “Wine of the Angels’ was discussed 
in an interesting vein, and was enlivened by selections from Tosca, etc., 
by professional talent, the rendering of ‘‘Lucevon le Stella,’ ‘“Eterna- 
menti’” and ‘‘Marie’’ being exceptionally fine. 


—The following persons were admitted to membership in the Pruden- 
tial Old Guard during the week beginning August 22, 1910: Burke F. 
Hughes, assistant, Kansas City No. 1; Charles F. Rumer, assistant, 
Princeton, Ind.; William J. Rush, assistant, Red Wing, Minn.; John J. 
Ruskin, assistant, Brooklyn No. 1; Paul Sciacchitano, assistant, Brook- 
lyn No. 1; Thomas O. Smythe, assistant, Richmond, Ind.; Charles A. 
Bauerle, agent, Chicago No. 3; J. Jerome Biemesderfer, agent, Lewis- 
town, Pa.; Charles J. Hedlund, agent, Chicago No. 10; James H. Horton, 
agent, Chicago No. 11; John J. Kelly, agent, Philadelphia No. 1; Edward 
D. Richardson, agent, Brooklyn No. 8; Fred Zelle, agent, St. Louis No. 3. 
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The Travelers Protective Association. 
[To THE EDITOR OF THE SPECTATOR. ] 


Your favor of September 20 was received. The explanation you make regard- 
ing the error, in figures, in the “Pocket Register of Accident Insurance for 
1910,”" seems to be satisfactory. Frank Rainbow was temporarily in charge of 
the company as acting secretary and treasurer for a brief period in the early 
part of this year. Other changes had been made in the office, so that it is 
probable that he and the clerks who gave you the information to which you 
refer were unfamiliar with the use of the expressions ‘Ledger Assets’? and 
“Total Admitted Assets.” As a matter of fact, the association has no assets 
except the ledger assets, and the balance of those assets at any time consti- 
tute the total admitted assets, as none of them are bad and consist of cash or 
gilt-edge bonds. The explanation now made by one of the men still in the office 
is that the figures given for total admitted assets were intended to include 
only the dues that were in process of collection, but not yet collected. In some 
way the figure of $262,624 published in your book as the total admitted assets 
for the year ending December 31, 1908, includes this item of uncollected dues. 
This should have been $185,743.28, for the reason that the additional sum of 
76,880.41 consisted of dues in process of collection. The present feeling is that 
these should not be included among our assets. 

The total assets on December 31, 1909, were $180,189.63. On July 31, 1910, the 
total assets were $253,712.96, but this larger sum includes cash that had been 
collected for dues. The lowest period of the year of the association is on 
December 31. My investigation shows me that it was intended that the figures 
sent you of ledger assets and total admitted assets did not overlap each other, 
but were intended to be added together. 

I have no doubt, of course, that you will include the correct information in 
any future publications you put out, but what I am far more concerned about is 
whether you will make a correction of the error in the statement showing the 
total admitted assets for the year ending December 31, 1909, inasmuch as con- 
stantly fresh information is coming to the association to indicate that we are 
being very much damaged by these figures. Yours very truly, 

: Tuomas G. RUTLEDGE, 
National Attorney Travelers Protective Association. 

St. Louis, September 24.—The figures, as printed in the “Pocket Register of 
Accident Insurance,’’ were furnished by the then secretary, who stated that 
they were the “official statement.” The error was his and not that of The 


Spectator Company.—Editor, Tae Spectator. 
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INTERNATIONAL ASSOCIATION OF ACCIDENT 
UNDERWRITERS. 


Twenty-Third Convention at Bretton Woods, N. H.—Wednesday’s, 
Thursday’s and Friday’s Sessions—New Officers. 


In THE SPECTATOR’S special report of the Bretton Woods convention, 
published last week, Tuesday’s proceedings, with the addresses delivered, 
were given in full with the address of ex-Insurance Commissioner Arthur 
I. Vorys of Ohio on “Some Symptoms and Aspects of the Tendency to 
Socialism,’’ delivered on Wednesday. 


WEDNESDAY’S SESSION. 


The brilliant and invigorating fall weather which has favored the gather- 
ing graced the opening of proceedings Wednesday morning, when, at 10 
o’clock promptly, President Faxon called the meeting to order and the 
report of the executive committee was requested. At the request of 
Chairman H. G. B. Alexander, this was read by Secretary Jones of the 
association. The five meetings held by the committee during the year, 
a summary of the actions taken, the attendance and the points dis- 
cussed, were reported at length. One of the most important results 
achieved by the committee was the organization of the International 
Claim Association, the development and progress of which were detailed 
in full. The proposed organization of a bureau of publicity, legislation 
and departmental relations under a committee consisting of Wm. Bro 
Smith, chairman; W. G. Curtis, A. E. Forrest, W. M. Tomlins, Jr., and 
Edson §S. Lott, was described. Then came the report on what probably 
was the most important meeting of the year, that held in Albany in 
August, when the question of standardization of policy forms and elimi- 
nation of frills was discussed. The last meeting of the executive com- 
mittee, held the day before the convention, took up the question of 
reconstruction of the by-laws, which was entrusted to a committee 
composed of Edwin W. DeLeon, chairman; John T. Stone and Edson S. 
Lott. The foregoing, with the addition of the appointments of some 
sub-committees and some minor matters, completed the report of the 
executive committee. 

After the reception and approval of the above report, Secretary Jones 
read the report submitted by S. C. Dunham, chairman of the special 
committee on frills. This report embodied the several suggestions sub- 
mitted by the committee to the respective companies and their replies, 
which had been tabulated, and were read. Most of the companies seem 
to favor the elimination of costly and useless features. Following a 
report of the legislation enacted during the year relating to accident 
insurance, special mention was given the more important measures 
passed, and the report of the International Claim Association was 
deferred. 

The Hon. Arthur I. Vorys of Ohio was then introduced and delivered 
the address before referred to. 


THURSDAY’S SESSION. 


The proceedings were a little behind schedule time in starting off the 
day, which opened with the report of the committee on the standard 
manual, presented by Mr. Parker. The report of the International Claim 
Association, presented by Julian S. Eaton, and outlining its organization 
and progress, followed. Owing to the unavoidable absence of the Hon. 
Morgan J. Bulkeley, his address on ‘‘Insurance Laws of the District of 
Columbia” was omitted. James C. Jones of the St. Louis bar was intro- 
duced, and in an address on ‘‘Federal Supervision: Is it Possible with- 
out an Amendment to the Constitution?” said, in part: 


FEDERAL SUPERVISION: IS IT FEASIBLE WITHOUT AN AMEND- 
MENT TO THE CONSTITUTION? 


By James C. Jones oF THE St. Louts Bar. 


As it was little consolation to the man in jail to have his lawyer’s assurance 
that he could not be put there, so it would be useless to discuss the legality of 
State supervision, because we know we have it, and plenty of it, good, bad and 
indifferent, and our very familiarity with State supervision at once suggests 
national supervision as the possible, or probable, means by which we may retain 
that which is good and eliminate that which is hurtful in State supervision; but 
when we come to consider this avenue of escape we find that the entrance to it 
is seriously blocked, and perhaps wholly prevented, by a series of legal objections 
that have had profound consideration of eminent lawyers and statesmen for the 
past fifteen or twenty years, but which seem as far from removal to-day as they 
were when national supervision was first broached. 

Under our dual system of government the State is all powerful in respect to 
those subjects concerning which it has not relinquished its power to the national 
Government and, in turn, the national Government is all powerful in respect to 
those subjects concerning which the States have delegated their power to Congress. 


ANALYSIS OF THE CoNSTITUTION. 

We must therefore look to the Constitution of the United States to determine 
whether the national Government, that is to say, whether the Congress of the 
United States, has been empowered to legislate upon the subject of insurance, and 
if we shall find in this instrument no warrant for Congressional legislation upon 
the subject of insurance, then any legislation which Congress might enact con- 
cerning it would be without or beyond the powers granted to it by the States, and 
would therefore be unconstitutional and void. 

You may read .and reread the Federal Constitution and you will fail to find 
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any ——- grant of i to Congress to legislate with respect to insurance, and 
you will also fail to find any implied grant of such power unless it is found in the 
clause providing that “the citizens of each State shall be entitled to all the 
privileges and immunities of citizens in the several States” (Art. 4, Sec. 2), or 
in the “general-welfare” clause (Art. 1, Sec. 8), or in the ‘‘commerce clause” 
(Art. 1, Sec. 8). ; 

A corporation is not a “citizen” within the meaning of the first-quoted clause, 
and any hope that was formerly based on this provision has long since been 
abandoned. 

The grant of power by Article I, Section 8, is as follows: 

“The Congress shall have power: : 

“To provide for the common defense and general welfare of the United States. 

“To regulate commerce with foreign nations, and among the several States, and 
with the Indian tribes.” : 

It has never been seriously contended that the first of these provisions, the 
“general-welfare” clause, is itself sufficient to support Congressional legislation 
with respect to insurance, and it may well be put aside in the further considera- 
tion of the subject. 

There is left, therefore, only the “commerce clause,” the substance of which, 
in so far as concerns this subject, is that ‘‘Congress shall have power to regulate 
commerce among the several States.” ? 

Therefore, the first question for consideration is whether “insurance” is ‘‘com- 
merce” within the meaning of this provision of the Constitution, and whether in- 
surance is or is not commerce is a judicial question which must be determined 
ultimately by the Supreme Court of the United States, that great body of selected 
lawyers, to whom under our system of government is left the final determination 
of what is and what is not within the purview of the language used in the Con- 
stitution of the United States. * ™ é 

We can only intelligently predict or forecast what the Supreme Court will 
ultimately say on any question by carefully considering what that court has pre- 
viously said on like or similar questions, and the previous opinions of that court, 
or expressions found in these opinions, are most efficient aids in forecasting its 
future judgment, for, in the administration of the law, the desire for uniformity 
must ever induce the court to give heed to what it has previously decided or 
said, because these opinions are promulgated that the people may give heed to 
them and govern themselves in accordance with the principles they announce. 
Fortunately, or unfortunately, however, there is often much in these opinions 
that is said by way of illustrating the principle really decided, what is termed by 
lawyers obiter dictum, which binds no one, not even the court from which it 
emanates. Again, the question decided in a given case, though similar, is not 
precisely the same question that is advanced for decision in a later case. The 
personnel of the court changes from time to time, and the opinions of judges, as 
of other men, vary frequently with the increase of years and experience and with 
changes in conditions. So that in the last analysis, while what has been said in 
previous decisions is our best guide as to what may be expected in future de- 
cisions, they are by no means certain guides; if they were, the lawyer would find 
himself with much of his occupation gone. * * * 


Pau vs, VIRGINIA AND SUBSEQUENT DFCISIONS. 


The first case that bears on the subject is Paul vs. Virginia, decided in 1868 
(8 Wal., 168). A Virginia statute prohibited the doing of insurance business in 
that State without a license. Paul, acting for several New York fire insurance 
companies, solicited business in defiance of the statute, and was prosecuted and 
convicted, and appealed to the Supreme Court of the United States. The con- 
tention of Paul and his counsel was that “‘the business of insurance was com- 
merce;” that Paul was acting for New York companies in Virginia, and was 
consequently engaged in ‘commerce between the States;” that “the statute of 
Virginia thus amounted to a regulation of commerce,” and that, therefore, the 
statute being an attempted State regulation of inter-State commerce, was in con- 
travention of the quoted “commerce clause” of the Federal Constitution. The 
Supreme Court denied this contention and affirmed the conviction, saying: 

“Issuing a policy of insurance is not a transaction of commerce. The policies 
are simple contracts of indemnity against loss by fire. * * * These contracts 
are not articles of commerce in any sense of the word. * * * Such contracts 
are not inter-State transactions. * * * They do not constitute a part of the 
commerce between the States.” 

The opinion in the Paul vs. Virginia case has been followed in a number of 
later decisions. * * * 

In 1886 the Supreme Court (in Fire Association vs. New York, 119 U. S., 110) 
upheld the New Vork retaliatory law and enforced the payment of the three per 
cent tax against a Pennsylvania company, and again held that “the issuing of a 
policy of insurance is not a transaction o commerce.”” 

In Hooper vs. California (155 U. S., 648), decided in 1894, * * * the 
court reiterated the doctrine that the business of insurance is not commerce, and 
that a contract of insurance is not, in the constitutional sense of the words, an in- 
strumentality of commerce. ptt. a 

In the subsequent case of Algeyer vs. Louisiana (165 U. S., 578, 588), the 
Supreme Court said: 

“We do not intend to throw any doubt upon or in the least to shake the 
authority of the Hooper case.” 

In 1900 the Supreme Court, in Cravens vs. New York Life Insurance Com- 
pany (178 U. S., 389) upheld the Missouri non-forfeiture law, and applied it to a 
contract between citizens of different States, although the statute is clearly a 
regulation of insurance which is beyond the power of the State and a power 
vested solely in the national Congress, if insurance is commerce. The opinion 
contains this language: 

“Is the statute an attempted regulation of commerce between the States? In 
other words, is mutual life insurance commerce between the States? That the 
business of fire insurance is not inter-State commerce is detided in Paul vs. Vir- 
ginia (8 Wal., 168), Liverpool Insurance Company vs. Massachusetts (10 Wall., 
566), Fire Association vs. New York (119 U. S., 110). That the business of 
marine insurance is not is decided in Hooper vs. California (155 U. S., 648). 
ites We repeat, ‘‘the business of insurance is not commerce. The contract 
of insurance is not an instrumentality of commerce, The making of such a con- 
tract is a mere incident of commercial intercourse, and in this respect there is no 
difference whatever between insurance against fire and insurance against the 
perils of the sea; and we add, or against the uncertainty of man’s mortality.” 

In 1901 the Supreme Court, in Nutting vs. Mass. (183 U. S., 553), again upheld 
a State statute imposing a penalty for representing an unlicensed company, and 
says: 

“A contract of marine insurance is not an instrumentality of commerce, but a 
mere inciident of commercial intercourse.” 

_ These are the leading cases in the Supreme Court which hold that insurance 
is not commerce, though there are others hardly less emphatic. * * * 

When one has carefully read the decisions I have adverted to he is inclined 
to wonder what is left for discussion, and it remains to point out to you on what 
grounds the advocates of national supervision without constitutional amendment 
base their hope. 

Bearing in mind that the Supreme Court may change its view on this or any 
question, the advocates of national supervision contend, first, that decision in the 
Paul vs. Virginia is inherently wrong and that insurance is commerce and an 
instrumentality of commerce, notwithstanding the contrary enunciations in the 
cases referred to. I am frank to say that I think they are right, that Paul vs. 
Virginia was wrongly decided; that the constitutional term ‘‘commerce” should 
have been construed to include insurance, and all kinds of insurance. But my 
opinion on this question, or yours, solves nothing. The question is what will the 
Supreme Court finally say about it? * * * | 

owever, those advocating national supervision ‘‘without the consent of any 
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other nation” (or State) urge that in certain other cases not involving insurance 
or insurance companies the Supreme Court has evinced a distinct inclination to 
broaden and enlarge the term “commerce,” and that if the Congress will assume 
to regulate inter-State insurance and declare that insurance is commerce the 
Supreme Court will probably, or certainly (so say some), modify its previously 
expressed views, and ultimately hold that insurance is commerce. _ 

t us see what there is in these other cases that yg f justifies this one. 
The contention about to be considered has been fully and ably presented by 
Ralph W. Breckenridge in his report as chairman of the insurance committee of 
the American Bar Association (proceedings 1905, p. 498), which should be care- 
fully read by all who are interested in this subject, but there is an irreconcilable 
coniict in the views of the several members of that committee with respect to this 
question, and the association itself has never gone on record as upholding the 
legality of Federal ‘supervision without a constitutional amendment. 

In the telegraph case decided in 1877 (Pensacola Tel. Co. vs. W. U. Tel. Co., 
96 U. S., 1) the court held that the Western Union Nog <n Company had the 
right to operate throughout Florida, notwithstanding State legislation, which 
undertook to give the Postal Telegraph Company exclusive privileges in particular 
territory. The court held that the telegraph was “a powerful agency of com- 
merce,” and adverted to the fact that it ad peectensie eld in Paul vs. Virginia 
that insurance was not commerce. There is much to be said in support of the 
proposition that if the telegraph is an agency of commerce, insurance is likewise 
an agency of commerce. But after this was said the Supreme Court differentiated 
between the two and held that the one was, and the other was not, included 
within the constitutional meaning of the word “commerce;” and, far from there 
being much in the telegraph case upon which to base the hope for a change of 
heart by the Supreme Court on the insurance question, it seems to me that this 
case decidedly discourages any such hope. Stress has been laid on that part of 
the opinion which reiterates the thought of Chief Justice Marshall that the power 
granted to Congress by the “commerce clause” is not confined to those instrumen- 
talities of commerce which were in use when the Constitution was adopted, but 
includes as well those instrumentalities of commerce thereafter invented or 
oF 

he expansive feature of the Constitution may be utilized to include instru- 
mentalities newly discovered or newly adopted and not previously decided to be 
without the domain of commerce, but it is not reasonable to believe that the court 
will hold that the expansive feature of the Constitution is sufficiently elastic to 
include to-day that which it did not include yesterday. Gentlemen of the national 
supervision school, pin not your faith to this seductive suggestion. The Supreme 
Court must hold flatly and positively that insurance is commerce, must overrule 
Paul vs. Virginia outright, or national supervision without a constitutional amend- 
ment is an iridescent dream. 

Quite recently (April 4, 1910) the Supreme Court decided the Pigg case, In- 
ternational Text Book Company vs. Pigg ( <.* ), which will probably 
give the advocates of national supervision more hope than any other case pre- 
viously decided. 

Pigg, a resident of Kansas, contracted with the Text Book Company for a 
course of instruction by correspondence and the incidental books, papers and 
apparatus. The Text Book Company was a corporation of Pennsylvania, doing 
business in Kansas. Failing to pay the contract price for this course of instruc- 
tion, Pigg was sued therefor by the Text Book Company. Pigg urged in defense 
that the Text Book Company had not complied with the Kansas statute which 
required foreign companies doing business in Kansas to file certain statements 
and obtain a license, and which prohibited the maintenance of suits by a foreign 
corporation which failed to comply with the statute. The Text Book Company 
answered that its transactions with Pigg amounted to a regulation of inter-State 
commerce; that, therefore, the Kansas statute, if applied to its transactions with 
Pigg, amounted to a regulation of inter-State commerce by the Kansas Legisla- 
ture, and was therefore void, and the United States Supreme Court upheld the 
contention of the Text Book Company. 

While I recognize the importance of this case, it should be noted, first, that 
the conclusion of the court is based not alone on the fact that the business in 
which the Text Book Company was engaged “involved regular and practically 
continuous intercourse” between the Text Book Company and Pigg through the 
instrumentality of the mail service, but as well upon the fact that it involved the 
“transportation” from State to State “of books, apparatus and papers useful or 
necessary in the particular course of study.”” Moreover, this was expressly held 
to be a “new species of commerce” and of an “exceptional character” (ergo 
within the expansive feature of the Constitution). Again, the Supreme Court 
was not embarrassed by any previous adverse rulings of the court. 








Senator DryDEN Quoren. 


Senator Dryden has urged that the decision in Paul vs. Virginia and those that 
have followed “did not relate to the real point involved in a consideration of the 
regulation of the insurance business as inter-State commerce by the Federal Gov- 
ernment,” and that “this point can not be considered until after Congress has 
passed a law regulating such business in general conformity with the inter-State 
commerce act.” But the court has said that insurance is not commerce. Had 
it held otherwise, inter-State insurance would be without the power of the States 
to regulate and within the power of Congress, and if insurance is not commerce 
before the Congress passes the act it can not become or be made commerce by 
such act. The powers of Congress are delimited by the Constitution, and they 
can not be enlarged by Congress, for, if a mere act of Congress were effective to 
enlarge its powers, the Constitution would constitute no limitation upon its 
powers. 

Nothing is gained either by emphasizing insurance as a “business.” It may 
be this and yet not be commerce, and to call it a “business” makes for nothing as 
against the judicial determination that it is not “commerce.” 

Senator Dryden further asserts that “it is the opinion of qualified authorities 
who have given most careful consideration to this aspect of the subject, and who 
have properly taken account of several recent important decisions of the court 
involving similar questions, that under the resulting and implied powers of the 
Constitution the Supreme Court would not withhold the verdict of constitutionality 
from an act of Congress declaring inter-State insurance to be inter-State com- 
merce. 

It might be a sufficient answer to this to say that equally qualified authorities 
who have given the subject equal consideration entertain quite the opposite 
opinion, pd support this statement reference need only be made to the records 
of the proceedings of the American Bar Association. But the right answer is that 
the opinions of qualified authorities on either side count for nothing. You must 
convince both Congress and the Supreme Court, first, that the Supreme Court has 
erred in its former rulings; and, second, in view of all conditions, it is right and 
necessary that it correct this error. 

I have thus considered, and I believe fully and fairly considered, every argu- 
ment that has been advanced in favor of national supervision without a constitu- 
tional amendment. Every positive declaration of the Supreme Court emphatically 
condemns the suggestion. ach argument in its favor is, in the last analysis, but 
a straw, and rests upon a mere intimation (real or fancied), or an inference 
drawn from argumentative statements found in opinions in cases that relate to an 
entirely different, though an allied, subject; and all of them combined amount to 
mere patchwork which is insufficient in substance and force to justify any belief 
that the Supreme Court either has overruled Paul vs. Virginia and the kindred 
cases, or ever will do so. 

I do not say that Paul vs. Virginia should not be overruled (nor do I say it 
should). I simply say it has not been overruled, and that there is no substantial 
suggestion or intimation in any of the opinions of the Supreme Court that it will 
be overruled. The case has been often affirmed by the Supreme Court, fre- 
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quently followed, and never criticised. The only logical inference is that it is the 


law and always will be followed. 
Can THE Paut vs. Vircinta Decision BE OvEeRRULED? 


But those who advocate Congressional action providing for national super- 
vision urge that as the decision in Paul vs. Virginia is inherently wrong and was 
not “carefully reasoned out,” it should be overruled, and insist that we can safely 
depend upon the Supreme Court to do what it should do. But, though the de- 
cision in Paul vs. Virginia may be inherently wrong, it does not yrs ag 32 follow 
that the Supreme Court should overrule it. Though wrong, the rule of Paul vs. 
Virginia has been followed (consciously or sub-consciously) by every State in 
the Union. Much of the insurance legislation since the Civil War is based upon 
the doctrine of Paul vs. Virginia, the substance of which is that each State is 
free to exclude all foreign corporations or admit them to do business upon such 
terms as they are severally pleased to enact (save where they are engaged in inter- 
State commerce), and that as insurance between citizens of different States is not 
inter-State commerce the States are entirely free to deal as they please with in- 
surance companies. But for the doctrine of Paul vs. Virginia we would have 
(practically speaking) no such thing as the valued-policy law, the non-forfeiture 
laws and the pernicious suicide statutes of Missouri and Colorado, the major part 
of the occupation of State Insurance Commissioners would never have arisen, and 
many of these officials would never have been born. These things, and others, 
may be good or bad—as to some of them I know they are bad and that they 
should never have been; but they have arisen and exist, and they were not only 
encouraged by the rule of Paul vs. Virginia, but without the rule there enunciated 
they could not have been. Paul vs. Virginia established a national policy and 
made possible the various and varying State policies which exist to-day, and it is 
extremely improbable that the Supreme Court, even if it should be convinced that 
Paul vs. Virginia was erroneously decided, will at this late date overrule it when 
to do so would be to upset the several State policies that are the legitimate out- 
growth of that and kindred decisions. To set aside all State legislation on the 
subject of insurance would produce a condition of chaos in every State in the 
Union in respect to nearly every question that has to do with the subject in all its 
multifarious forms. 

These are the obstacles in the way of a favorable decision by the Supreme 
Court upholding Federal supervision, when the question as to the legality or 
illegality of Federal supervision has assumed such form and is presented in such 
manner that the Supreme Court can consider the arguments which the advocates 
of Federal supervision have advanced or may advance. 

However, before the question can be thus presented to or considered by the 
ay pe Court the Congress must enact a law providing for Federal supervision 
and declaring that insurance is commerce. It must do this in the very teeth of 
the opinion of the Supreme Court of the United States in the hope that the 
oe Court will part its teeth and swallow this Congressional fiat and accept 
a Congressional opinion on a judicial question (or what has been uniformly treated 
as a judicial question) in preference to its own opinion. Those who believe that 
Congress can be induced to do this have more confidence in the force of their 
nosition and in the fearlessness of Congress than I have. 


Evits oF State SUPERVISION. 


State supervision provides a plenitude of place and profit for the politician, 
increased political power to present incumbents and increased taxation to indi- 
vidual States. These will be potent powers to prevent Congressional action. 
Furthermore, there is the entirely legitimate argument that State policies and 
State bureaus, established under powers heretofore conceded to be in the States, 
ought not to be disturbed by a mere Congressional opinion at variance with the 
opinion of the Supreme Court, or even by a change in the opinion of that Court. 
And, candidly, a rule of law so long established and so often affirmed, which has 
been the foundation of so much independent action by the States, ought not to be 
altered merely because the Congress or the judges of to-day differ in opinion with 
the judges of the ag forty years. The doctrine of stare decisis end be applied 
to this question, if it is ever to be applied again. In the language of the Supreme 
Court in the income cases (157 U. S., 429): ‘‘The doctrine of stare decisis is a 
salutary one, and is to be adhered to on proper occasions.” 

What occasion 1s more proper than one where by reason of an unbroken line 
of decisions covering a period of over forty years all of the States, some fifty 
subordinate governments, have built up a system of laws regulating all the various 
forms of insurance to the uttermost detail pursuant to a rule first announced by 
national authority? Can it be that a mere change of opinion at this late date is 
a sufficient warrant for upsetting this entire course of legislative action and 
judicial decision in all of the States? Ordinary fair dealing, regardless of the 
doctrine of stare decisis, would seem to require a negative response. 

You may ask, then, wherein is the remedy from the evils of the multiplicity 
of supervision which is the result of State supervision? That there are many 
evils of State supervision I concede. That national supervision would be 
attended with many evils, however, I very much fear, and, what is worse, from 
the evils of national supervision you would be practically remediless. Iniquitous 
legislation or official oppression by the States is remediable by withdrawal from 
the State—a remedy that has been resorted to by many companies more than once; 
but iniquitous national legislation or oppression by a national official must be sub- 
mitted to; and extinction is the only alternative, practically speaking. 


CONSTITUTIONAL AMENDMENT THE ONLY AVENUE OF ESCAPE. 


How, then, are we to escape the evils of State supervision? The only escape, 
seemingly, is national supervision, but this is only possible, in my judgment, by 
~ 7 eae to the Constitution. So great an authority as James M. Beck has 
said: 

“If, however, Congress is without power under the Constitution, then the 
serious ey presents itself whether the evil to be remedied is not of sufficient 
magnitude to justify a constitutional amendment. Personally, I think it is. Con- 
ditions have arisen of which the framers of the Constitution had no conception 
whatever. An amendment should be passed, if necessary, to regulate insurance, 
the importance of which can be measured by the fact that as an institution it 
collects more money each year than the Government itself; distributes more than 
the receipts of all the custom houses, and administers an accumulated treasure 
greater than all the money now in circulation in this country, or the entire capital 
of our national banks.” 

An amendment of the Constitution, in my judgment, is the only means of 
securing national supervision. If Federal supervision is desirable, and if by 
Federal supervision, you mean supervision from Washington to the exclusion of 
supervision from any other source (and this is what you should have, if you 
are to have Federal supervision at all), the Constitution should be amended so as 
to give Congress the pour to regulate all insurance, inter-State or intra-State. 

Is it reasonable to hope that such an amendment can be secured? Perhaps so 
and perhaps not. But, in any event, it is at least as reasonable as the hope of 
Federal supervision without a constitutional amendment, for this is, I fear, a 
delusion and a snare that will entail great effort, vast expense and yield nothing 
_ However, the advisability of Federal supervision, with or without a constitu- 
i apace anne — is not discussed in this paper) may not prove to be a 
ene oe oyed, and my final word to you is: eware, lest you fly to ills you 


The paper was enthusiastically received. Mr. Fibel read a letter from 
Superintendent Hotchkiss stating his inability to send rulings requested 
and extending the time for filing new forms to October 15, in which the 
Minnesota Department also concurs. The discussion of the elimination 
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of frills question was reopened. There seemed to be much difference 
of opinion, and on motion offered by Wm. Bro Smith and seconded by 
Mr. Alexander it was decided to leave the matter in the hands of the 
committee. This view was opposed by many, who wanted the conven- 
tion to take immediate and definite action. On Mr. DeLeon’s motion, 
the discussion was postponed to Friday as a special order, but it was 
finally decided, on mction of Mr. Alexander, to be brought up as un- 
finished business. The report of the committee on commissions was 
presented and approved. This session then (1.30 P. M.) adjourned until 
9 o'clock Friday morning. 

In the afternoon a trip up Mount Washington and a golf tournament 
were participated in, W. H. Betts of the Consolidated Casualty winning 
the latter by a net score of 79. Chester N. Farr of Philadelphia acted 
as toastmaster at the banquet in the evening, which was thoroughly 
enjoyed by all present. Among the speakers were Walter C. Faxon, 
H. G. B. Alexander, James C. Jones, William Bruce Mann, Edwin W. 
DeLecn and Franklin J. Moore. 


FRIDAY’S SESSION. 


The propitious weather which marked the whole week at Bretton 
Woods continued its welcome to the insurance representatives as they 
again gathered Friday morning after the recreation of Thursday after- 
noon and evening, to resume the serious business mapped out for the 
last day of the convention. 

The convention was called to order at 10 o’clock. William Bro Smith 
presented the report of the committee on the bureau of publicity, show- 
ing that $14,000 had been subscribed for this purpose. The committee’s 
suggestion that the bureau be established with a manager and a corps 
of assistants was voted upon and passed. On Mr. Alexander’s motion, 
the convention went on record as favoring a National health bureau. 

Proposed amendments of the constitution and by-laws were reported 
for the committee by Mr. Lott. Among the principal changes advocated 
were: To include all ex-presidents of the association as members of 
the executive committee and empowering them to fill any offices which 
may become vacant between conventions. The amendments were unani- 
mously adopted. 

Owing to press of time it was voted to have the papers which were to 
be delivered by Dr. Harbaugh and Chester N. Farr printed and dis- 
tributed instead of read at the meeting. Extracts from these papers 


follow: 


DISEASES RESULTING FROM ACCIDENTS. 
By C. H. Harsaueu, M. D. 


Several years ago when I had the honor of reading a second paper before the 
Atlantic City meeting of this association, on “‘Accidents Caused by Disease,” it 
was suggested that a paper with the above title should be written at some future 
time. It has been a pleasure to prepare this paper, and I desire to call to your 
attention well-known facts which seem to have been entirely forgotten when the 
question as to the limitations of an accident policy is considered. This paper, 
under the above title, will discuss some diseases that the writer does not believe 
can possibly result from accidental injury, and will, therefore, endeavor to 
per nai that the resulting disability should not be covered by an accident 
policy. 

I aa aware that some courts have held that such diseases as appendicitis, 
apoplexy, pleurisy, pneumonia and consumption have been due and have resulted 
solely from accidental causes. Even so, I do not believe that any judge, however 
learned he may be, should be asked to pass on such a question. When a tech- 
nical medical point must be decided by a court of law, the presiding judge should 
have the assistance of one or more competent medical men who are not. in- 
terested in the case and who could give an unbiased opinion. If such advice 
were given in cases complicated with medical testimony the courts would not rule 
in, ” many different ways when these cases reached a conclusion after a fair 
trial. 

Some diseases cause accidents, or produce conditions which result in accidents, 
while a few diseases may result from accident, epilepsy as an example. In some 


‘cases the disease closely follows the accident, while in others the disease may not 


show itself for weeks or months. Apoplexy is said to occur within a few minutes 
after an accident, and it is even claimed that the hemorrhage may not take place 
for some minutes, or even hours, or several days later. Hydrophobia may de- 
velop after the bite of a rabid animal in from six weeks to six months, while a 
severe blow to the head may so injure the brain that an abscess may follow, but 
not show any signs or symptoms until from one week to many weeks afterwards. 
Epileptiform convulsions, as the result of a head injury, sometimes do not begin 
until years after an accident. Any disease may take an unusual course, but in 
order fully to consider them they should be taken up separately. 


SEPTICEMIA. 

Septicemia, or blood poisoning, is perhaps the most common disease that closely 
follows an accidental injury. ised pean is the result of a well-known germ 
gaining entrance to the body and multiplying and producing distinct signs and 
symptoms. This germ may enter the body at the time an injury occurs, or the 
wound may become infected immediately after the accident by some article touch- 
ing the open tissue. Infection may also not occur for some hours, or even days, 
after the accident, or the germ may gain entrance through an opening in the 
skin not accidentally inflicted. It can thus be readily understood that the dis- 
ability from an infected wound is not always accidental in origin, although in- 
surance companies usually pay claims for disability from infected wounds without 
raising the question of liability. 

ABSCESS. 


_ An_abscess is described as a circumscribed area in which the tissues become 
liquefied by a germ. An accident may cause an abscess in almost any part of the 
body, provided nature assists the injury, and by this statement it is meant that 
an abscess as the result of injury to any part of the body either involving the 
internal organs or the external parts is an impossibility without infection, The in- 


fection is frequently ingrafted at the time the injury takes place, but often- 
times, such as in an abscess of the brain, the skull is not fractured and no ex- 
ternal wound either from the outside or the inside of the head is present, yet an 
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abscess may develop, and if it does the germs which cause the liquefaction of 
the brain substance are carried there by the blood current from some other source 
of infection, which may be present in any part of the body. * * * 


APOPLEXY. 

When the statement is made that apoplexy has caused disability or death it 
means that a cerebral hemorrhage has taken place from an opening in a diseased 
artery. Arterio-sclerosis is a well-recognized disease in which the arteries become 
hardened and soft spots appear in their walls. Whenever the tension of the 
blood current is raised beyond the resisting point of one of those soft spots a 
hemorrhage results and an attack of apoplexy occurs. Hemorrhage from an 
artery of the brain may produce sudden unconsciousness, and may take place 
under conditions which render injury possible. * * * 


Lockjaw. 

Lockjaw, or tetanus, is a disease due to a specific micro-organism, which 
gains entrance to the body through a cut or some other break in the skin. In 
order that the germs of tetanus may grow and produce the disease it is necessary 
that the wound through which they enter become closed and sealed up, as these 
germs cannot live in air. Therefore, a deep-punctured wound is the form of in- 
jury which most commonly results in this disease. When lockjaw causes dis- 
ability or death, either one or both are due to a disease the germs of which are 
most probably ingrafted into the body at the time the injury occurs. 


EPILepsy. 

Epilepsy is a disease manifested by convulsions that produce periods of un- 
consciousness. The disease usually begins in early life, but may commence at 
any period. Accidents involving the head, which result in a bony growth on the 
under surface of the skull, or which set up an inflammation under the part of 
the skull, involved with consequent adhesions, may result in this disease develop- 
ing at some future time. : 

Epilepsy may not develop after an injury for months or years, but when it 
does develop in an adult or in late childhood life the history of a head injury is 
sought for at once, and usually found. Even though epilepsy is known to follow 
an injury, the convulsions do not usually occur early enough after the accident 
to make indemnity payable under an accident policy. 


APPENDICITIS. 

Appendicitis is an inflammation of a small blind piece of bowel, which comes 
off the large intestine near its junction with the small one. It becomes inflamed 
because a germ known as the colon bacillus, which habitually inhabits the in- 
testines without producing any untoward effects, suddenly becomes virulent and 
an acute inflammation results. Various causes are said to result in appendicitis, 
the most common being a foreign body getting into the appendix and setting up 
an inflammation. Injuries of the abdomen over the site of the appendix are 
alleged to cause this disease, and in one case known to the writer an insurance 
company paid a claim for indemnity under an accident policy. * * * 


TUBERCULOSIS. 


Tuberculosis involving any part of the body is caused by a repeatedly de- 
scribed germ which is most often found in the lungs. This germ, however, 
may be found in any of the other organs of the body, the joints, soft tissues, 
bones or cavities. When present, tuberculosis produces well-known signs and 
symptoms according to the part involved. 

It has been claimed that this disease is accidentally produced, and the re- 
sulting disability is covered by an accident policy. Such a claim should never 
be allowed. * * * 

PNEUMONIA. 


Pneumonia is another disease that is positively known to be caused by a germ, 
yet insurance companies have been compelled to pay indemnity for this disease 
under an accident policy when there was a history of an injury preceding the 
disease. It is even more remote for pneumonia to follow a blow to the chest 
than for tuberculosis to follow an injury to the knee. A severe blow to the knee 
would injure the soft tissues themselves, while a severe blow to the chest would 
have to injure not only the chest wall, but an organ (the lung), which was in- 
side and which contained air, and therefore would be extremely hard to injure. 
So-called cases of traumatic pneumonia without tearing the lung tissue are more 
likely caused by sudden inspiration of infected mucous from the mouth, nose or 
throat at the time or later when a chest injury occurs. ‘ie 


PLEvRISY. 

Pleurisy is an inflammation of the lining membrane of the chest cavity and 
that covering the lungs. It occurs under two forms, dry pleurisy when there is 
no secretion formed between the outside of the lungs and the inside of the 
chest wall, and pleurisy with effusion. In both forms it is reasonable, and the 
anatomic relations would support the theory, to believe that this inflammation 
could be produced by an injury to the chest wall, although the majority of 
authorities agree that cases of pleurisy are almost invariably tuberculous. If 
this belief is correct, then it would seem that practically all cases of pleurisy 
would be caused by a germ, and an injury could not produce the disease, but 
could produce a condition which would allow the germs of tuberculosis to grow 
and result in pleurisy of tuberculous origin. 


MiscetLtaNeous DIsEAsEs. 


There are some other diseases and diseased conditions that are claimed to be 
the result of an accident. A certain form of cancer known as a sarcoma is 
thought to follow an injury. If the belief is correct that a sarcoma is due to an 
abnormal cell, which is in the body and which does not grow until it is set into 
activity by a blow or other stimulation, then this form of cancer should not be 
said to be caused by an injury, because the cell is present before birth. 

A hydrocele, whicn is a collection of fluid in the scrotum, is claimed to result 
from injurv. This watery tumor forms without injury, and if tapped and the 
fluid removed the sack fills again, thus showing that an injury is not necessary 
to produce the condition. ; : : ; 

Cystitis is an inflammation of the urinary bladder, and is said to be due in 
some cases to an injury, although it is more probable that a blow over the region 
of the bladder merely impairs the resisting powers of the bladder walls, and_ the 
germs which are constantly in the urine set up the inflammation, and thus in a 
roundabout way disability is produced and alleged to be due to injury. 

Boils and carbuncles are due to germs which get into the skin and tissue im- 
mediately beneath, yet it is not uncommon for a claim to be presented under an 
accident policy. Needless to say, such cases are not intended to be covered by 
this form of policy. : ; u ace 4 4 

Hydrophobia is a disease produced by inoculation at the time a bite is received 
from a rabid animal. Indemnity for this disease should hardly be payable under 
an accident policy, yet disability from lockjaw and from infection following a 
cut or other open wound is considered to be coyered, and if one condition re- 
ceives indemnity the others should receive the same treatment. 

There are a few other diseases which are claimed to result from accidents, but 
the above are the most important ones. : é 

It is the belief of the writer that every disease is caused by a germ, and that 
an accident does not produce a disease, but an injury impairs the tissues of the 
body, or produces a condition which favors the growth of germs. The germs 
multiply and a disease results, or the germs of a particular disease are ingrafted 
into the body at the time the accident takes place, and through an open wound of 
some kind, and the resulting disability due entirely to a recognized disease and 
not covered by an accident policy is claimed to be accidental in origin. 
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THE ATTITUDE OF COURTS TOWARD INSURANCE COMPANIES. 
By Cuester N. Farr, Jr., OF THE PHILADELPHIA Bar. 


This title is not in the form of a question. If it were, the limits of this 
paper would be curtailed almost to a single sentence, and the answer would be 
that the attitude of the courts toward insurance companies was, speaking broadly, 
a hostile one. When to this we have added the unquestionably hostile attitude of 
the ity it will be seen that in litigation the defendant is carrying a heavy 
handicap. The purpose of this paper is to discuss the causes of this condition 
and to offer a suggestion or two as to its amelioration. 


Evotution or Poticy PHRASEOLOGY. 


_1 cannot claim an extended familiarity with the early history of the construc- 
tion of accident insurance policies, but to my notion it was something like this. 
The first, the very first, were comparatively simple in their scope, until it was 
discovered that this simplicity introduced a great quantity of what might be 
called freak accidents for which the courts held the companies liable, thus: Mr. 
‘A. committed suicide while insane (everybody is insane when they commit 
suicide): held, an accident. ‘Suicide, sane or insane,” forthwith barred by the 
policies. Mr. B. was frozen to death: held, an accident. “Freezing” barred by 
the policies. Mr. C. was hanged by a mob: held, an accident. ‘Intentional _in- 
juries inflicted upon the insured by himself or any other person” barred. Mr. 
D. lifted a weight and broke a blood vessel: held, an accident; and “voluntary 
over-exertion” barred forthwith. And so on until conditions and exceptions 
threatened to overbalance the policy. 

That this began to develop into a species of contest between the courts and the 
accident insurance companies is shown by the fact that no sooner had these condi- 
tions appeared in the policies than the the judges girded up their loins as it 
were and proceeded to whittle them down. For example, “hernia” was ex- 
cluded by the policy. The courts held that this meant an exclusion only where 
the condition of hernia was the cause of the accidental injury; a combination of 
circumstances which perhaps never happens, and that the policy covered all 
hernia which resulted from the accident. 

Again, injuries “contributed to by disease” being excluded, the courts held 
that ‘“‘disease’”’ meant some ailment more or less permanent or serious, and not a 
temporary disofder, such as vertigo, a fit, acute indigestion, or the like. 

There is no doubt that in both of these instances the courts deliberately con- 
strued out of the exception the most important things which the companies had 
intended to cover. 

Caustic comments by the courts accompanied these decisions. Such as this one 
from Missouri: ‘Indeed, it is somewhat difficult to name an accident as society 
is now constituted for which the defendant company would be liable if a strict 
technical construction is indulged as to each of these conditions.” 

Or this from Pennsylvania: ‘‘We presume the insurance company has other 
forms of insurance to offer with more liberal conditions; if not, it is somewhat 
difficult to understand what there can be about this policy form to recommend 
it to enough intelligent insurers to keep the company alive.” 

Or this from Wisconsin: ‘The policy is accurately and skillfully drawn with 

the manifest purpose to obtain premiums with as little risk as possible.” 
_ While these remarks were directed at specific policy forms, they became general 
in their application by virtue of the fact that the forms were very generally the 
same in all companies. Yet the introduction of most of these conditions and 
exceptions was made by the companies with no desire to evade responsibility, but 
with the honest purpose of protecting themselves against fraudulent and unjust 
claims, To illustrate: Mr. D., who lifted a weight and brol@ga blood vessel, 
was discovered to have been in such a diseased condition that normal exertion 
might at any time have produced in him a similar result. Surely his death was 
properly disease, not accident. But the question of his physical condition is a 
medical question, and Mr. D.’s beneficiary has at hand (they always have) a 
famil — an expert or two, and these testify tat Mr. D. was either in 
excellent health or that his physical condition had nothing to do with his death. 
The question goes to the jury, with the customary result. The company now sees 
itself facing a liability for the death of some hundreds of its policyholders who 
may be suffering with arteriosclerosis, degenerated hearts, apoplectic tendencies, 
and what not. In goes the voluntary over-exertion clause, and the company 
breathes more freely. So of suicides, fits, vertigo, etc., etc. 

_Facing renewed contests with the courts, the companies strengthen these con- 
ditions; they broaden their language, and thus their scope, in the hope of escaping 
the application of that somewhat overworked rule of law “that the contract of 
insurance shall be construed most strongly against the insurer.” 

Thus most of these conditions crept into the policy from a desire to enforce 
equity. Unfortunately, they have in many instances been utilized for other pur- 
poses. They have been used for defenses purely technical and against claims 
in every sense legitimate. Such proceedings naturally have not appealed to the 
courts, and too often in the eyes of the bench have the sheep and the goats 
been herded together, the companies who have presented equitable with those 
who have presented inequitable defenses. As a result of this the ten-day-notice 
clause, the requirement of proper proof, and others, have been so thoroughly 
riddled by the shot of judicial opinions that they now are highly unreliable allies 
upon which to construct the basis of a defense. 

So another stage has been reached by the companies—-the simplification of the 
policy. Conditions are cast overboard like the useless cargo of a distressed vessel, 
and what is covered is reduced to the insuring clause without limitation or ex- 
ception. This has unquestionably been a great help in producing a more favorable 
attitude in the courts. 


Some Conriictine Decisions. 


There is a further step, which lies in the conduct of litigation. Despite their 
elevation into a judicial atmosphere, judges retain passions, emotions and preju- 
dices often common to ordinary humanity. And generally their desire is to 
dispense substantial justice. The law is an elastic science, changing, however 
slowly, with changing conditions. A judicious handling of litigation on the part 
of the companies may readily produce substantial results in the decisions. An 
appellate court will lay down principles of law favorable to the companies in the 
construction of policies with far greater readiness in cases before them in which 
the apparent facts, even though in a_ measure disputed, would indicate that the 
equities of the situation leaned towards the company. And, conversely, will give 
stringent rulings against the company when it appears as if the attempt were 
being made to avoid a claim which in equity should be paid. Let me illustrate by 
examples taken from the cases themselves. 

Case One.—The assured assisted in carrying a door for some distance along 
level ground, when suddenly while so doing he fell dead. It was ascertained 
that he had ruptured one of the valves of the heart. The court said there was 
no liability, as no accidental or unintended means produced the injury, all the acts 
of the assured being intentional. 

Case Two.—The assured assisted in lifting a heavy iron bar, and in so doing 
complained of illness, and shortly afterwards died of a dilated heart. Held, 
= there was a liability within the “external, violent and accidental means” 
clause. 

hoon these cases be distinguished in fact? Apparently not. Let us take some 
others: 

Case Three.—The assured leaned over a chair to close the shutters; blood sud- 
denly flowed from his mouth, and he died from a ruptured blood vessel. Held, 
not an accident, there being no accidental means, and nothing but intended acts 
on the part of the assured. : 

Case Four.—The assured pried off a cylinder head with a bar and was im- 
mediately taken sick from a ruptured blood vessel. Held, an accident within the 
general insuring clause, 
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Cases of the character of these, where the courts reached diametrically opposite 
conclusions on apparently the same conditions of fact, might be greatly multiplied, 
but these will suffice. ae 

“What was it that induced the radical difference in these decisions? We find 
on examination that the person who carried the door had, according to the 
weight of the evidence, a diseased heart of some long standing, while the person 
who lifted the iron bar was a blacksmith, so far as the evidence showed, in 
vigorous health. And again, the individual who attempted to close the shutters 
was a consumptive, though the rupture of the artery was apparently not 
attributable to disease, while there was no question in the evidence as to the good 
health of the man who pried off the cylinder head. Still, the question of the 
existence of disease in these cases was more or less in dispute, and whether in 
dispute or not, should, in the strictness of legal princinle, have had no bearing on 
the cases. The cases should all have been decided the same ig They were 
not, and why not? At this point we find the court influenced by the human 
element and moulding the law to fit what they conceived to be the substantial 
justice, equity and common sense of the particular case. If we see a man in 
good health perform an ordinary act, and in the performance of it strain and in- 
jure himself, we call that an accident. If we see a diseased person do the same 
act and injure a diseased part, we call that disease. This is popular language 
and has nothing to do with the language of accident insurance policies. Yet it 
is manifest that what induced the court to decide the two cases in favor of the 
companies was the sense of fairness to them. The judges doubtless felt that 
otherwise every hemorrhage of the consumptive, every collapse of the degenerated 
heart, would be a call upon the insurance companies for payment. Hence they de- 
cided—a decision which leads us in many cases into innumerable refinements—that 
the means by which the injury is produced must consist of unexpected and unfore- 
seen, i. e., accidental, circumstances, and must not be merely voluntary and in- 
tended acts. : 

This rule is a most admirable one for accident insurance companies, but the 
appeals taken in the other cases, and the adverse decisions given, have naturally 
weakened its force. The appeals where the assured was in both instances in good 
health should never have been taken. The equities in both those cases were 
much against the companies; the ultimate results were consequently unfavorable. 
But, worse than all this, principles of law were laid down as precedents which 
affected not only the companies then litigating, but every other company in the 
country. 

TECHNICALITIES vs. EQuiTIEs, 

In a similar manner, companies have relied upon the notice clause, the clause 
requiring proper proofs, refusals to permit autopsies, and other defenses of a 
technical nature, when the equities of the cases were entirely against them, only 
to meet disaster in the end 2nd to have placed upon the law books decisions which 
seriously affected the efficiency of these clauses in every policy in the country, -and 
in addition gave to the courts generally a deepening of the impression that the 
object of insurance companies was to escape the payment of just claims. 

There are continually arising claims in which aed is apparent, or in which 
disease is a pronounced factor. True, these questions involve not infrequently 
disputes of facts, but where the company is possessed of the weight of evidence, 
my suggestion is to prove it all, and even though defeated by the jury, to let the 
Appellate Court see that the company’s object was not a mere subterfuge, but a 
substantial defense. In these cases such defenses as are afforded by the clauses 
of the policy can be used, and used to advantage. As has been shown, the courts 
will seize this opportunity to enforce justice and equity by a construction of the 
policy clauses in a manner favorable to the company, reverse the finding below, 
and not unusually enter judgment for the defendant company. 

The effect of fhis will be that there then will appear in the law books decisions 
favorable to the companies and upholding the validity, in full, of clauses in the 
policies, eminently beneficial to the insurers. Were a consistent effort made by 
all companies in the matter of bringing to court only cases which assist this 
proposition there would be gradually Built up a body of law showing a more and 
more favorable trend in the construction of the policy forms and benefiting all 
companies in future litigation. 


McNEILL MEDALS PRESENTED. 

The “George C. McNeill Medal” committee, after careful consideration 
of many worthy cases of heroism, recommended the award of two 
medals, one to Thomas Reynolds of North Bay, Ont., and one to James 
W. Marrinan of Woburn, Mass., Mr. Reynolds, a railway conductor, had 
displayed great bravery in rescuing many passengers in a railroad wreck, 
and was the first Canadian recipient of the Albert medal, conferred by 
the late King Edward VII. Mr. Marrinan, but seventeen years of age, 
by signal bravery saved a child on the tracks of the Boston and Maine 
Railroad. He also has received medals from the Massachusetts Humane 
Society and from the Carnegie Hero Fund Commission. Edson S. Lott 
made the presentation of the Marrina’ medal, which was accepted on 
behalf of the recipient by Wm. H. Jones. The presentation of the 
Reynolds medal was made by William Bro Smith, and accepted for the 
recipient by Edward Williams, 


ELECTION OF OFFICERS. 

The following officers for the ensuing year were elected: Walter C. 
Faxon, Aetna Life, president; Edward Williams, Imperial Guarantee and 
Accident, and L. C. Deets, Iowa State Traveling Men’s Association, 
vice-presidents; Robert Lyman, Continental Casualty, secretary; B. A. 
Page, Travelers, treasurer; H. G. Meininger, German Commercial Acci- 
dent, librarian. 

The Executive Committee.—A. E. Forrest, North American Accident, 
chairman; Edwin W. DeLeon, Casualty Company of America; W. G. 
Curtis, National Casualty; William M. Tomlins, Jr., Empire State 
Surety; F. R. Jones, Fidelity and Casualty; Charles C. Daniel, Order of 
United Commercial Travelers; John T. Stone, Maryland Casualty. 

The McNeill Medal Committee.—G. Leonard McNeill, Massachusetts 
Accident; Franklin S. Dewey, National Casualty; Dennis Murphy, Cana- 
dian Railway Accident. 

The time and place for the next convention were left to the executive 
committee. Rumor says it will be the Frontenac Hotel. 


POLICY FORMS’ WRANGLE FINALLY ENDS. 


The meeting then, again, took up the discussion of policy forms. Mr. 


Alexander’s motion, which approved the recommendation of the com- 
mittee on policy forms and the determination of the matter of frills by 


THE SPECTATOR 


174 








[Thursday 


WANTED 


An Investment Banking House desires a few good 
Salesmen for high-grade securities of chartered 
Pennsylvania corporations. We will assist salesmen 
with good advertising, effective literature and active 
support. 

Leads furnished, but NO ADVANCES. 


Experience unnecessary. This OPPORTUNITY 
IS EXCEPTIONAL. 

A position with us now means income, advance- 
ment and permanency. 

All inquiries should be addressed to 


EDWIN S. HUNSICKER, General Manager 
J. G. FEIST & CO. 


507 Swede Street Norristown, Pa. 





the committee, was hotly defended and as hotly opposed by several 
bursts of oratorical fire works. After much discussion, ending in a par- 
liamentary tangle, all motions were reconsidered and Mr. Alexander’s 
original motion was again put and carried, ending the two-days’ strug- 
gle and leaving the elimination of frills for the committee to work out 
with the companies. 

The executive committee’s report was formally accepted and the 
twenty-third convention adjourned. 





Casualty Notes. 

—The United States Fidelity and Guaranty Company is making extensive 
improvements on its home office building in Baltimore. 

—Howard C. Forbes, manager of the accident department of the A®tna Indem- 
nity, has accepted the managership of the casualty department of the Alabama 
Fidelity and Casualty Company of Montgomery, Ala. 

—Vice-President Ed. S. Moore and Superintendent Renfroe Jackson of the 
Great Southern Accident and Fidelity of Atlanta, Ga., have resigned. 

—The Fidelity and Deposit Company of Baltimore opened its casualty depart- 
ment on the first of the month under William H. Harris as head, with T. L. 
Purdum in charge of the burglary and plate glass department, and T. Leonard 
Bean, formerly of the Preferred Accident, in charge of the accident and health 
branch, 

—The Home Casualty Company of Omaha, which has been writing accident 
and health lines since August 22, reports satisfactory progress, its cash premiums 
for the past week being nearly $1000. The company’s capital is $100,000, of which 
$22,000 is paid up. The officers are Chauncey Abbott, president; W. Wells Ab- 
bott, vice-president and secretary, and W. J. Keane, tre .surer. 

—The Inter-State Life and Accident Company of Chattanooga, Tenn., which 
commenced writing accident and plate glass lines recently, has a paid-in capital 
of $122,545, and the following officers: H. D. Huffaker, president; R. B. Daven- 
port, vice-president; J. R. Barnes, secretary; C. E. Reid, assistant secretary; 
Herbert Bushnell, treasurer; Dr. Joseph W. Johnson, medical director, and M. O. 
Cooper, superintendent of agents. 





Surety Notes. 

—The following were elected officers of the Cleveland Surety Club at the 
annual meeting last week: M. Stanley Brown, American Surety, president; 
Burt A. Miller, United Surety, first vice-president; Thomas Coughlin, American 
Bonding, second vice-president; E. H. Fishman, Bankers Surety, third vice- 
president; F. Buchannan Owen, Fidelity and Deposit, secretary. Executive 
Committee—M. Stanley Brown, chairman; Thomas F. Huggins, United States 
Fidelity and Guarantee; Charles R. Laurensen, National Surety; Burt A. Miller, 
United Surety; and James H. Smart, Title Guarantee and Surety. 


TOO LATE FOR CLASSIFICATION, 





Republic Life Insurance Company. 

The Republic Life of Kansas City holds the record for rapid organization. 
Within forty-two days it was organized, chartered, licensed and commenced 
The company has fully paid-up capital of $100,000 and the 
J. H. Aikins, president; L. H. Allen, first vice-president; 
Howard Vrooman, second vice-president; Daniel Hughes, third vice-president; 
Edwin Clark, general manager; W. A. Hammond, treasurer; Dr. Allen L. 
Porter, medical director; Dr. J. M. Emery, consulting actuary; Jay T. Smith, 
manager of farm loan department. 


writing business. 
following officers: 








